
Hong Kong Baptist University

DOCTORAL THESIS

Relationship between customer orientation and success in marketing new
products: testing the mediating effect of inter-functional coordination
Chan, Chin To

Date of Award:
2020

Link to publication

General rights
Copyright and intellectual property rights for the publications made accessible in HKBU Scholars are retained by the authors and/or other
copyright owners. In addition to the restrictions prescribed by the Copyright Ordinance of Hong Kong, all users and readers must also
observe the following terms of use:

            • Users may download and print one copy of any publication from HKBU Scholars for the purpose of private study or research
            • Users cannot further distribute the material or use it for any profit-making activity or commercial gain
            • To share publications in HKBU Scholars with others, users are welcome to freely distribute the permanent URL assigned to the
publication

Download date: 24 May, 2023

https://scholars.hkbu.edu.hk/en/studentTheses/a210794b-f62b-4a9a-b0f8-1fd8db74368a


HONG KONG BAPTIST UNIVERSITY 

Professional Doctorate Degree 

THESIS ACCEPTANCE 

DATE: 7 August 2020 
 

STUDENT'S NAME: CHAN Chin To 

 
THESIS TITLE: Relationship between Customer Orientation and Success in Marketing 

New Products: Testing the Mediating Effect of Inter-functional 

Coordination 

 
This is to certify that the above student's thesis has been e3famined by the following panel 

members acd has received full approval for acceptance in partial fulfillment of the requirements 

for the degree of Doctor of Business Administration. 

 
Chairman: Dr WU Wei Ping 

Associate Professor, Department of Marketing, HKBU 

(Designated by Dean of School of Business) 

 
Internal Members: Dr CHENG Shirley 

Associate Professor, Department of Marketing, HKBU 

(Designated by Programme Director of Doctor of Business Administration) 

 
Dr SU Lei 

Assistant Professor, Department of Marketing, HKBU 

 
External Members: Prof SU Chenting 

Chair Professor 

Department of Marketing 

City University of Hong Kong 

 
Dr Fang Flora GU 

Associate Professor and Associate Head of Department 

The Hong Kong Polytechnic University 

 
In-attendance: Prof WEI Liqun 

Professor, Department of Management, HKBU 

[Principal Supervisor] 

 
Dr Tracy ZHANG 

Associate Professor, Department of Marketing, HKBU 

[Co-supervisor] 

 
 

Issued by Graduate School, HKBU 



 

 

 
 
 
 
 
 
 
 

Relationship between Customer Orientation and Success in 

Marketing New Products: 

Testing the Mediating Effect of Inter-Functional Coordination 

 

 

 

CHAN Chin To 

 
A thesis submitted in partial fulfillment of the requirements 

for the degree of 

Doctor of Business Administration 

 

 

 
 

Principal Supervisor: 

 
Professor WEI Liqun (Hong Kong Baptist University) 

August 2020 



 

i 

 

DECLARATION 

 

 

 

I hereby declare that this thesis represents my own work which has been done after registration 

for the degree of DBA at Hong Kong Baptist University, and has not been previously included in 

a thesis or dissertation submitted to this or any other institution for a degree, diploma or other 

qualifications. 

I have read the University’s current research ethics guidelines, and accept responsibility for the 

conduct of the procedures in accordance with the University’s Research Ethics Committee, 

(REC). I have attempted to identify all the risk related to this research that may arise in 

conducting in this research, obtained the relevant ethical and/or safety approval (where 

applicable), and acknowledge my obligations and the rights of the participants. 

 

 

 

 

 

 

 

Signature: 
 

 
Date:   August, 2020 : 



 

ii 

 

ABSTRACT 

 

 

 
 

Previous research has demonstrated that customer orientation has a positive effect on 

business outcomes. Although scholars have provided different explanations for such a 

relationship, there is still a lack of clear understanding of what leads to such a relationship. In 

addition, there are only a few studies discussing the boundary conditions of customer orientation- 

business performance linkage. Drawing on the organizational information processing theory, I 

propose that inter-functional coordination mediates the relationship between customer orientation 

and success in marketing new products. A randomly sample of 97 new product development 

projects across 6 Sino-overseas joint ventures involving 150 car models in the China automobile 

industry was used to test my hypotheses. The results support my proposed mediating hypothesis. 

In addition, I demonstrate that the relationship between customer orientation and inter-functional 

coordination is further strengthened when a new product development strategy is local-oriented 

rather than when it is import-oriented because of the level of modification affecting the level of 

staff participation. Furthermore, compared with longer shared team tenure teams, it was found 

that teams of shorter tenure inter-functional coordination are more likely to trigger success in 

marketing new product relationship. On the basis of these findings, I discuss their implications 

for practice and future research. 
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CHAPTER 1 INTRODUCTION 
 

1.1 Background 

 
China’s automotive industry has gone through several different development stages. In the 

1950s, China’s automotive industry relied heavily on expert support from the USSR. State- 

owned automotive manufacturers like the First Automobile Works (FAW) only produced 

vehicles for government usage. In the 1960s, China started to develop automotive manufacturing 

based on its own resources; however, the focus was still on serving the government rather than 

consumers. In the 1980s, Chairman Deng led the Chinese Communist Central Committee in 

moving the focus from political to economic issues. A planned economy began to transit to a 

market economy. As a result, there was a growing market demand for different types of vehicles 

such as saloons. The automotive market expanded and its production served not only the 

government but the general public as well. Such a growing demand and relaxation of regulations 

led to rapid growth in the number of automobile factories, with the number of factories doubling 

in the period from 1979 to 1985. In 1994, the automobile industry was designated as a “Pillar 

Industry” and its development was encouraged by the central government. Yet, the Chinese 

automobile market was still well protected by the central government through aggressive import 

tariffs and tough restrictions on joint venture partnerships prior to 2002. After entering the World 

Trade Organization in 2002, the Chinese automotive industry attracted significant foreign 

investment and drove an aggressive growth in production. Manufacturers who already had 

operations in China and those who had not had any operations in China seek to expand their  

local capacity and production. However, such a growing capacity superseded demand and led to 

increasingly fierce competition. With the growth of the country’s economy, the Chinese 

automobile market boomed along with the significant growth in market demand in the 2010’s. 
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Nowadays, China is the largest and fastest-growing automobile market in the world. It 

outpaced Japan becoming the second biggest automotive selling market in 2006. In 2009, China 

overtook the United States becoming the number one automotive market globally. In 2014, a 

total of 23,490,000 vehicles were produced in China, accounting for 26% of global automotive 

production. Between 2009 and 2013, the Chinese automotive industry had a compound annual 

growth rate of 18.6%. 

China’s automobile market attracts a high level of competition as manufactures try to 

gain a share from local players and international enterprises. Beijing Jeep Co. of the Beijing 

Automotive Industry Co. (BAIC) and American Motors Co. was the first joint venture operation, 

however they were acquired by Chrysler in 1983. In 1985, Shanghai Volkswagen was 

established. It was a joint venture operation of the Shanghai Automotive Industry Company and 

Volkswagen AG. Chinese government tried to promote joint ventures operations; however 

foreign vehicle manufacturers could only establish joint venture operations as joint ventures with 

state-owned enterprises until 2002. Such restrictions on foreign automotive manufacturers were 

released after China joined the World Trade Organization in 2002. After 2002, foreign investors 

could choose non-state-owned companies as partners. Some foreign companies, like BMW 

teamed up with non-state-owned partners in order to reduce risk exposure of leaking technology 

to their international competitors via a shared joint venture partner. 

As many state-owned automotive groups have partnerships with different foreign 

companies, the partnership structure between locals and internationals has been complicated. 

Chinese manufacturers had the advantages of obtaining manufacturing know-how and 

experience. Local state-owned enterprises developed in a very fast pace at initial stage but they 

had not gained much on product development capabilities because most of the joint venture 
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operations adopted a standardized approach to new product development. They developed new 

products for the China market using models which had been sold in oversea markets, but with 

minor changes. Furthermore, such cross-holding partnerships also created substantial challenges 

in managing operations and severe competition even within the partnerships’ own brands. For 

example, the two joint venture partners of Honda, one in Guangzhou (Guangzhou Automobile 

Industry Group), and one in Wuhan (Dongfeng) competed for new products; however there was 

a limited Honda product range for the Chinese market. Such a situation may create unhealthy 

competition between the two Chinese operations both owned by Honda. There are situations that 

the joint venture operations compete directly with the independent operations owned by the joint 

venture partners. The First Automobile Works and Dongfeng is a typical example. They have 

independent operations which directly compete with their own joint-venture operations. 

Nevertheless, joint venture operations play a significant role in both vehicle production and sales 

revenue in the Chinese automobile industry. Joint venture operators from Germany, Japan, the 

United States, Korea, and France, are altogether contributing over 60% of the market share. 

The success of an automotive manufacturer relies heavily on its new product performance 

because new car models contribute positively to the company performance. However, according 

to Autoalliance.org, it takes five years or longer to complete the development process, and build 

a new model vehicle from scratch. 

Many studies have shown that customer orientation is one of the critical factors 

determining new product success. Many scholars believed that customer orientation leads to new 

product success (Atuahene-Gima, 1996; Appiah-Adu and Singh, 1998; Im and Workman, 2004; 

Ngo and O'Cass, 2008). However, this linkage remains kind of a ‘black box’, with the 

mechanism underlying this link unknown. Hence, it arouses my interest attempting to understand 
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the relationship between customer orientation and new product success. This relationship is a key 

indicator of the business performance of the automobile industry in a highly competitive market, 

like China, and I would like to examine why there is such a link by exploring the mediation 

process. 

Customer orientation is to make the customer a priority (Sheth et al. 2000). Though 

different scholars have different interpretations of customer orientation, it is generally accepted  

as a crucial organizational culture that drives information processing effectiveness and efficiency 

in responding to customers’ needs (Narver & Slater 1990, Homburg & Pflesser 2000, Deshpandé, 

Farley & Webster 1993). 

Previous studies have shown that having a customer orientation contributes to business 

performance (Kohli & Jaworski, 1990; Deshpandé, Farley & Webster 1993; Homburg & Pflesser 

2000; Narver & Slater 1990). For example, some scholars have suggested that customer 

orientation may lead to the innovation that drives business performance (Atuahene-Gima, 1996; 

Hurley & Hult, 1998; Kirca, Jayachandran & Bearden, 2005); others have suggested that 

customer orientation creates superior customer value resulting in outstanding business outcomes 

(Slater & Narver, 1994; 1995). When explaining why customer orientation results in better 

organizational performance, scholars viewed customer orientation as a crucial organizational 

culture that drives information processing effectiveness and efficiency in responding to 

customers’ needs (Narver & Slater, 1990; Homburg & Pflesser, 2000; Deshpandé, Farley & 

Webster, 1993). Unfortunately, how information-driven by customer orientation is processed 

within teams and its effect on business performance are still unknown. 
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1.2 Research Objective and Approach 

 
The objective of this research study is to understand how information-driven by customer 

orientation is being processed within teams and its effect on business performance. 

To address this research question, I draw on organizational information processing theory 

to propose that the team plays a critical role in influencing how customer orientation 

communicates information that affects business performance (Galbraith, 1973; Daft & Lengel, 

1986; Burke et al., 2001). Organizational information processing theory (Galbraith, 1973) takes a 

mechanical view of how organizations enhance their information processing capability to 

achieve business success. Functional differentiation such as having different departmental goals 

and different frames of reference can cause uncertainty and equivocality in teams (Daft and 

Lengel, 1986). Based on the principles of organizational information processing theory, 

organizations attempt to reduce the complexity of the information they process and to increase 

their information processing capacity in order to manage uncertainty and equivocality (Daft & 

Lengel, 1986; Galbraith, 1973). These practices require strong inter-functional coordination 

within teams (Daft and Lengel, 1986). According to Chen and Tjosvold (2007), customer 

orientation can drive the staffs’ perception of the common goal and shared value of putting the 

customer’s interests first, which facilitates better inter-functional coordination and thereby leads 

to success in marketing new products. I investigate success in marketing new products in terms 

of growth in market share, sales revenue and return on investment of new products when 

compared to that of a company’s competitors (Atuahene-Gima and Li 2004).. 

To understand the boundary conditions of the proposed mediating relationship, I also 

investigate two important moderators: new product development strategy and shared team tenure. 

Specifically, different new product development strategies adopted in joint venture operations 
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involve different levels of staff participation, depending on the firm’s international marketing 

strategy. For example, firms adopting a product standardization approach will implement an 

import-oriented new product development strategy that involves the lowest level of modification 

and needs the least local staff involvement. Teams working on such a strategy tend to have the 

weakest perceptions of common goals, as compared to teams which implement a local-oriented 

new product development strategy. Therefore, I hypothesize that the relationship between 

customer orientation and inter-functional coordination is strengthened when a local-oriented new 

product development strategy is adopted, as compared to an imported-orientated strategy because 

a local-oriented strategy involves more staff participation and it enhances staff perception of a 

common goal. In addition, Keller (1986) proposed that longer shared tenure teams exhibit better 

performance because of the higher cohesiveness between their members. They have a better 

understanding of their goals, developing workable plans and work prioritization (Ancona & 

Caldwell, 1992). According to Burke et al. (2001), a higher frequency of team interactions 

strengthens team cohesiveness and process satisfaction. Given that teams with longer shared 

team tenure generally have more team interactions, stronger cohesiveness and process 

satisfaction; I propose that longer shared team tenure enhances communication effectiveness, 

which strengthens the relationship between inter-functional coordination and success in 

marketing new products in new product development projects. 

In my study, empirical data from randomly selected samples of 97 new product 

development projects of 6 Sino-overseas joint ventures involving 150 car models in the Chinese 

automobile industry was collected. The three new product development strategies are import- 

oriented, adaptation-oriented and local-oriented. A team of engineers and managers of the joint 

venture partners from is responsible for the launch of a new car. The study result support the 
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hypothesis that there is a positive indirect effect of customer orientation on success in marketing 

new products through inter-functional coordination. The finding also backs up my prediction that 

a firm’s new product development strategy has a moderating effect on the relationship between 

customer orientation and inter-functional coordination, specifically that a local-oriented strategy 

has a stronger influence on the relationship than an import- oriented strategy. Furthermore, the 

study also provides evidence of my hypothesis about shared team tenure being the moderator of 

the relationship between inter-functional coordination and success in marketing new products. 

However, it does not support my hypothesis that inter-functional coordination involving shorter 

shared tenure teams as opposed to longer tenure ones strengthens the positive effect on success  

in marketing new products. 

My study contributes to literature and practice. It helps us to understand better why and 

how customer orientation contributes to business success by studying how teams interact 

according to the organizational information processing model. The common goal and 

organizational shared value of satisfying the customers’ needs due to customer orientation is the 

mechanism driving stronger inter-functional coordination, resulting in better business 

performance. Inter-functional coordination facilitates the sharing of different functional  

resources and enhances organizational information processing capabilities. Inter-functional 

coordination may be an answer to the question of why customer orientation induces innovation 

and creates superior customer value resulting in better business performance as suggested by 

scholars (Narver & Slater 1990; Homburg & Pflesser 2000; Deshpandé, Farley & Webster 1993). 

This is a new perspective regarding the relationship between customer orientation and inter- 

functional coordination. The managerial implication is that managers should consider increasing 
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staff involvement in projects to enhance their common goal perception as this can strengthen 

inter-functional coordination resulting in better business outcomes. 
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CHAPTER 2 LITERATURE REVIEW 

 
In this chapter, I will discuss the relevant literature related to major constructs adopted in this 

research and the variables involved in answering the research question of how information  

driven by customer orientation is being processed within teams and its effect on success in 

marketing new products. 

2.1 Customer Orientation 

 

2.1.1 Definition of Customer Orientation 

 
Marketing is a business philosophy used to achieve the ultimate organizational goal of 

profit maximization through fulfilling customers’ needs (Drucker, 1954). McKitterick (1957) of 

General Electric emphasized that the role of marketing is to deliver business results by 

responding to customers’ needs rather than by expecting the customer would change fitting the 

firm’s purpose. 

Similar to marketing, the customer orientation concept is to regard customers as the focal 

point. “Close to the customers” is one of the common attributes that the best US organizations 

have (Peters and Waterman, 1982). Dickinson, Herbst and O’Shaughnessy (1986) considered 

customer orientation to be synonymous with marketing, which is to achieve organizational goals 

through understanding and addressing customers’ needs. 

Scholars like Felton, 1959; McGee and Spiro, 1988; Sheth et al., 2000 believe that the 

basic concept of customer orientation is to make customers being the center of strategic focus, 

which is the fundamental of marketing, but there are different interpretations of customer 

orientation given by different scholars. Sometimes customer orientation has been labeled as 

market orientation in the extant literature. Specifically, Shapiro (1988), Kohli and Jaworski 
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(1990) and Ruekert (1992) both viewed that customer orientation refers to how customer 

information is spread through the organization and used to develop strategies satisfying customer 

needs. Narver and Slater (1990) further suggested that customer orientation is the organizational 

culture guiding employee behavior to create superior value to buyers. Deshpandé, Farley, and 

Webster (1993, p.27) took a holistic view defining customer orientation as “the set of beliefs that 

puts the customer’s interest first, while not excluding those of all other stakeholders such as 

owners, managers, and employees in order to develop a long-term profitable enterprise.” 

Deshpandé and Farley (1998) conceptualized customer orientation as market orientation or 

"customer-focus", and such definition is in line with other scholars (Narver et al. 2004; Atuahene-

Gima et al. 2005; Slater and Narver 1998, 1999; Brady and Cronin, 2001). In summary, the 

concept of customer orientation is to have an organizational effort to make customers the top 

priority when the organization is formulating and implementing business strategies. 

2.1.2 Nature of Customer Orientation 

 
Deshpandé (1999) categorized customer orientation as an organizational culture. It is a 

organization-wide shared values, reflecting the expectation of customer-oriented behavior. A 

firm’s strategy is a reflection of that firm’s organizational choices (Porter, 1996) and it is likely 

to be influenced by that firm’s cultural values. Customer orientation prepares the way for 

business strategy (Frambach, Prabhu and Verhallen 2003). The behavioral view of customer 

orientation treats customer orientation as a tool used to implement strategies of a firm (Walker 

and Ruekert 1987). 

Pekovic, Rolland and Gatignon (2016) tried to combine both cultural and behavioral 

views of customer orientation. They proposed that customer orientation has different aspects. 

They can be either cultural approach or affective dimension, a market information related 
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approach, or a cognitive perspective and a responsiveness perspective. The cultural dimension of 

customer orientation refers to how organizations “effectively and efficiently create the necessary 

behaviors for the creation of superior value for buyers and, thus, continuous superior 

performance for business” (Narver and Slater, 1990, p. 21). The cognitive dimension embodies 

the organizational capability to obtain, communicate and use respond (Kohli and Jaworski, 1990). 

The responsiveness dimension is concerned with how organizations are trying to explore, 

understand and satisfy customers’ needs (Narver et al. 2004). 

In this study, customer orientation is defined as an organizational culture of putting 

customers first that emphasizes evaluating and addressing customers’ needs, which is in turn 

related to how information is being processed within that organization. 

2.1.3 Customer Orientation and Innovation 

 
Innovation has long been regarded as one of the most important attributes leading to new 

product success. Also, there are studies showing that customer orientation has positive effect on 

innovation. Many scholars argued that customer orientation leads performance, particularly in 

new product successes, because customer orientation enhances organizational innovativeness. 

This section discusses such a relationship, which is summarized in Table I in the tables – 

summary of the literature review section. 

Agarwal, Erramilli & Dev (2003) tried to explain that customer orientation can enhance 

organizational performance through innovation. They used data from 201 international hotels to 

demonstrate that implementing customer orientation as the key marketing concept is positively 

related to both subjective measures and objective measures. They suggested that customer 

orientation can spur innovation, but without giving any explanation of why this happens. 
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Appiah-Adu and Singh (1998) examined whether customer orientation has any impact on 

business performance on new product in small and medium sized businesses in the UK. Their 

study indicated that customer orientation has positive effect on a firm’s performance. Their  

study also found that the level of customer orientation is affected by innovation, market 

dynamism and competitive intensity as well. They argued that new product strategy adopted by 

small to medium size enterprises affect information process flow and interpretation, which are 

major components of customer orientation. Atuahene-Gima (1996) proposed that customer 

orientation has a greater positive effect on new product project than on overall market success. It 

may be because customer orientation is has positive effect on factors affecting success in 

innovation which are critical to the performance and impact of a new product project. Their 

research also found that customer orientation has positive effect on customer perception of 

product newness. Customer orientation helps to “reduce the chances of firms’ innovations that 

require major behavior changes on the part of potential customers for adoption” (Atuahene- 

Gima, 1996, p.99). Their findings regarding customer orientation aligns with what was suggested 

by Christensen and Bower (1996).that customer orientation may not lead to radical innovation 

success. Christensen and Bower (1996) believed that customer orientation is negatively 

associated with business performance because customer orientation may induce limitation when 

allocating firm resources. 

Berthon, Hulbert & Pitt (1999) suggested that customer orientation and innovation 

orientation may affect company’s’ mode of strategic operation. The strategic operation mode 

provides direction for a company in areas of strategic focus such as product development, 

marketing strategy, customer interaction, inter-organizational focus, organizational competencies 

and culture. According to Berthon, Hulbert & Pitt (1999), a company gets into isolation mode 



 

13 

 

when it focuses on internal problems and consequently its attention to customer orientation and 

innovation orientation become lessen. When a company is in follow mode, it uses their effort to 

satisfy current customer needs. This is the situation when the company is high in customer 

orientation and low in innovation orientation. When companies are high in innovation orientation 

but low in customer orientation, their strategic operation mode is termed shape mode. They 

believe that innovative technology shapes the market. In particular they think that potential 

customers may not even be aware of what their needs are and customer wants can be derived 

from a particular technology. True dialogue between the customer and technology occurs when a 

company adopts the interact mode as their strategic operation mode. These companies put effort 

into not only learning about their current customers but also into investing in innovation. As a 

result, they can satisfy their existing and future customers need through introducing new 

products and service. Berthon, Hulbert & Pitt (1999) further proposed that the choice of strategic 

operation mode is affected by business environment, the economic power of existing customers, 

competitive factors and political factors. A given strategic operation mode is neither good nor 

bad in and of itself. Companies change their operation modes from time to time to retain  

strategic control. Based on their concept developed in 1999, Berthon, Hulbert & Pitt (2004) 

tested the impact on a firm’s performance relative to environmental turbulence. Their findings 

suggested that different operation mode may fit better under different level of environmental 

turbulence. For example, the isolate and follow mode may work better in high environmental 

stability while shape and interact mode work better in high environmental uncertainty. 

Brockman, Jones and Becherer (2012) argued that innovativeness, risk taking & 

opportunity focus have a moderating effect on the relationship between customer orientation and 

the business results of small firms in terms of profit and income. Gatignon and Xuereb (1997) 
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also denoted that customer orientation has positive impact on innovation performance because 

customer orientation may influence a firm’s innovation characteristics such as product advantage, 

product radicalness and product cost. They also proposed that demand uncertainty and market 

growth moderate the effect of customer orientation on business results. Grawe et al. (2009) 

viewed customer orientation as competence that can allow a firm to create customer values by 

responding to customer needs in changing markets through effective and efficient 

communication. A customer orientation culture results in service innovation. Such organizational 

culture stimulates firms to introduce new services exceeding customer wants. Grinstein (2008) 

found that customer orientation enhances innovativeness leading to the successful development  

of new products. Further, he observed that there is correlated relationship between customer 

orientation and innovation consequences. Such correlation relationship is stronger in large firms 

than in small ones; in service firms than in manufacturing firms; when under higher competitive 

intensity and when experiencing lower technology turbulence. Grinstein (2008) adopted a meta- 

analysis approach and found that customer orientation is positively associated with innovation 

orientation, which is one of the critical factors driving organizational performance. Han, Kim,  

and Srivastava (1998) proposed that customer orientation is positively associated with 

organizational innovativeness technically and administratively. As a result, stronger 

organizational performance is expected because total customer satisfaction commitment would 

lead to continuous innovation. 

Hult & Ketchen Jr. (2001) proposed that customer orientation, entrepreneurship, 

innovativeness and organizational learning would result in a firm’s competitive advantage, which 

drives long term performance including return on investment, income and stock price change. 

Hurley and Hult (1998) defined innovativeness as the level of openness accepting new ideas. It 



 

15 

 

leads to innovative capacity, the ability to innovate. They also believed that customer orientation 

would lead to openness to novel ideas that address customer needs. Learning orientation and 

customer orientation are the perquisite of being innovative. Im and Workman (2004) perceived 

that customer orientation drives creativity in developing new products and new product 

promotional programs. These types of creativity help establish competitive advantages that lead 

to new product success. They also explained that customer orientation may enhance customer 

needs understanding, hence new products and marketing programs which satisfy customer needs 

can be launched. In another words, better understanding of customers strengthen organizational 

innovations in a firm’s entire business system. Keskin (2006) suggested that a firm’s 

innovativeness is particularly important to the performance of small-medium firms as they have 

limited resources and are more vulnerable to uncertainty. Customer orientation may lead to better 

firm performance because customer orientation has positive effect on innovativeness via a 

learning orientation. Kirca, Jayachandran & Bearden (2005) denoted that customer orientation is 

positively related to innovativeness. Innovativeness positively affects customer loyalty and other 

qualities which are critical factors leading to a firm’s performance. They also proposed that 

customer orientation enhance the effectiveness relating firm’s business processes than its 

structural design. Matsuo (2006) proposed that customer orientation has a positive impact on 

departmental innovativeness and that leads to performance. Departmental innovativeness 

facilitates innovative behavior in an organization. However, departmental innovativeness is 

affected by task conflict, emotional conflict and process conflict. As customer orientation helps 

to provide a common standard for discussion within an organization, it has a positive effect on 

addressing task conflicts. Customer orientation directs staff attention to task-focus, rather than 

members’ social relationship, nor to deployment of resources, so that it helps reduce relationship 
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conflict and process conflict. That is why customer orientation motivates staff members to be 

more eager to behave innovatively. 

Ngo and O'Cass (2012) suggested that a firm’s capability to innovate and marketing may 

be influenced by customer orientation. The capability to innovate affects performance related to 

innovation (such as new products, new markets) and customers (like satisfaction, loyalty, churn 

rate). Marketing capability refers to the process of satisfying customers' needs. It is obvious that 

a customer oriented firm would have better understanding of customer needs and it helps such 

firm develop their marketing capability. Ozkaya et al. (2015) proposed that customer orientation 

can strengthen customer knowledge competency which in turn helps enhance market-based 

innovation. It is because customer orientation culture of putting the customer enhances its 

capability to understand its customers. It is critical to the success of offering customers new 

value through market-based innovation. Pekovic, Sanja, Rolland & Sylvic (2016) proposed that 

environmental customer innovation has mediating effect on the relationship between customer 

orientation and business performance. Environmental customer innovation refers to 

environmental innovation based on the customer’s requirements. Customer demand may be 

reduced if the environmental performance is doubtful. Customer orientation helps to resolving 

customer concerns regarding the environment. The firm can keep its competitiveness through 

performance addressing environmental issues by improving or even innovate processes that 

enhances productivity with saving on material uses (Dobers and Wolff, 2000; Foster and Green, 

2002). 

Slater & Narver (1994) argued that a culture of being oriented toward the customer helps 

an organization to build its core capabilities, namely innovation, customer service and quality. 

Such core capabilities enhance a firm’s competitive advantages various areas such as in new 
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products launch, customer loyalty and market share, which lead to better business performance. 

Theoharakis & Hooley (2008) stated that customer orientation has significant influence on a 

firm’s organizational innovativeness and this leads to organizational performance. Customer 

orientation improves customer service performance and product differentiation through having a 

better understanding of the customer, and addressing customer needs and being innovative helps 

firms to find new ways and processes to serve customers better in terms of service and products. 

As a result, firms enjoy better business performance. Wang, Zhao and Voss (2016) reported that 

customer orientation positively impact on a firm’s innovativeness. They used measures on 

product creativeness, product newness to market, application of innovative technology and how 

the firm is influenced by its innovation. The relationship between customer orientation and 

innovativeness is to be mediated by the firm’s supplier relationship and its capability to adapt 

technological changes. They also discovered that customer orientation has stronger effect on a 

firm’s innovativeness in service industry than manufacturing firms. 

In summary, most of the studies suggested that when customer orientation is the 

organizational culture of putting the customer first, it is positively related to innovation. The 

rationale explaining such a relationship is that a customer orientation culture helps companies to 

understand their customers better. It then helps companies to find new solutions creating superior 

customer value by addressing customers’ needs. Such a positive impact on innovation helps by 

leading to better business results. 

2.1.4 Customer Orientation and Learning Orientation 

 
Similar to studies on innovation, studies on the relationship between customer orientation 

and learning orientation have been widely discussed as well. Most of the studies treated learning 

orientation as one of the key drivers that lead to organizational performance. Some scholars have 
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also studied the linkage between customer orientation and learning orientation as it relates to 

superior performance as well. In this section, I will review literature regarding the relationship 

between customer orientation and organizational learning. Its key findings are summarized in 

Table II in the Appendix. 

Baker and Sinkula (1999) proposed that customer orientation and learning orientation 

both lead to new product success independently. Companies with a high level of learning 

orientation and customer orientation are likely to have superior new product success. They 

believed that a strong customer orientation keeps a firm on a steady course, but it needs the 

practice of learning orientation to explore and respond to the changing environment. A firm’s 

learning orientation enhances the capabilities of adaptive and generative learning. As a result, the 

firm can provide innovative solution to react to customers’ needs. Farrell and Oczkowski (2002) 

tried to understand how customer orientation and learning orientation interact in determining 

organizational performance. They argued that customer orientation envelopes learning 

orientation because customer orientation may produce type of learning that helps develop a 

firm’s competitiveness in a changing market. They also believed that customer orientation nd 

learning orientation have to be hand-in-hand in order to have success in new product or service 

marketed. It is because a strong learning orientation but without customer understanding will 

likely lead to new product failure. Farrell, Oczkowski and Kharabsheh (2008) studied the inter- 

relationship between customer orientation and learning orientation on organizational 

performance in international joint venture operations in Malaysia. They found that customer 

orientation encompasses learning orientation in overall organizational performance including 

customer loyalty, revenue growth and etc. However, learning orientation encompasses customer 

orientation only with respect to return on investment. Their study aligned with Baker and Sinkula 
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(1999) who believed that in order to pursue overall business performance in an international joint 

venture, having a strong customer orientation is more preferable than having a learning 

orientation. Grinstein (2008) suggested that customer orientation is positively associated with 

strategic orientation including learning orientation, employee orientation and etc., which leads to 

better business performance. Hurley & Hult (1998) denoted that customer orientation and 

learning orientation embed in the culture of an organization and guide the behavior of the staff. 

Such norms and values have a positive impact on the innovative behavior of the staff. Hence, 

they argued that customer orientation and learning orientation are key factors affecting a firm’s 

innovativeness and that innovativeness (a notion of openness) enhances innovative capacity (the 

ability to innovate). Keskin (2006) argued that there is a positive indirect relationship between 

customer orientation and a firm’s innovativeness, mediated by learning orientation in small- 

medium enterprises of a developing country, Turkey. He also suggested that customer orientation 

indirectly impacts company performance through innovativeness and learning orientation. He 

explained the findings by stating that learning orientation may be translated into marketing 

attitudes and behaviors that facilitate innovation. Liu, Luo and Shi (2002) found that customer 

orientation is positive effect on learning orientation, and that learning orientation has mediating 

effect on the relationship between customer orientation and organizational results in state-owned 

enterprises in China. Customer orientation strengthens learning orientation because customer 

orientation enhances the value of knowledge-questions, which refers to a firm having a 

commitment to learning, open-mindedness and shared corporate vision. Such knowledge- 

question values may create and deliver value to customers. Slater & Narver (1995) denoted that 

having a customer orientation provides the culture for better customer understanding. As higher- 

order learning needs to be complemented by entrepreneurship, organizational structure and 
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processes (Argyris, 1977; Senge, 1990), a customer orientation culture is necessary but not 

sufficient to create a learning organization. Further, learning organizations are guided by shared 

visions focusing on creating superior customer value and it is necessary to continuously acquire, 

disseminate and respond to the changing environment. A customer orientation culture is the 

antecedent of such a learning organization. 

In general, most scholars refer customer orientation to a firm’s culture which guides the 

organization to be focused externally on understanding customers’ needs. Such a culture 

encourages organizations to learn so that organizations can have competitive advantages by 

delivering superior value to their customers. 

The relationship between organizational learning and organizational information 

processing is closely linked. Huber (1991) describes the constructs of organizational learning as 

being related to market information acquisition, information distribution, information 

interpretation and organizational memory. As customer orientation is viewed to be the 

organizational culture of putting the customer first with an emphasis on evaluating and 

addressing customers’ needs, which is related to how information is being processed within the 

organization, it is logical to assume that the organizational information processing view may be 

able to explain the relationship between customer orientation and organizational learning. Yet, in 

previous studies there is a lack of understanding of why and how customer orientation enhances 

learning orientation from an organizational information processing perspective. 

2.1.5 Customer Orientation and Performance 

 
In addition to numerous studies on the relationship between customer orientation, 

innovation and learning orientation, considerable research is focused on proving customer 
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orientation enhances performance. However, there is a lack of a studies exploring why and how 

customer orientation is capable of driving business performance. Table III in Appendix 

summarizes what is to be discussed in this section. 

Avlonitis and Gournaris (1997) believed that the adoption of customer orientation leads 

to positive performance in both industrial and consumer goods companies. They argued that the 

impact of customer orientation driving business performance is higher in industrial companies 

than companies in consumer goods industries. Au and Tse (1995) found that customer 

orientation had no significant impact on key performance indicators of lodging industry such as 

occupancy rate in their study related to hotel industry in Hong Kong and New Zealand. They  

said that their study results may due to the fact that many important variables such as hotel size, 

market turbulence, and competition intensity had not been included as moderating factors in their 

research. 

Becker and Homburg (1999) proposed that customer orientation has a positive impact on 

various management systems related to human resources, organization design, information, 

planning and control. A management system of customer focus has indirect impact on financial 

performance due to its positive effect on market performance; however, it does not have direct 

impact on firms’ financial results. Balakrishnan (1996) conducted research on the machine-tool 

industry. He proposed that the basic measures of customer orientation such as on-time delivery, 

empathy with customer needs, competitive pricing etc. have the most influence on business 

profitability compared to competitive benchmarking, customization and having an international 

orientation. Such a positive customer orientation is independent of environmental conditions. 

Though most empirical studies support the idea that customer orientation has positive 

impact on a firm’s performance, the study of the Saudi Arabia banking industry conducted by 
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Bhuian (1997) showed customer orientation had no significant impact on various financial 

performance measures including return on assets, return on equity and sales per employee in 

their study. As the concept of customer orientation adopted in the Saudi Arabia banking industry 

is at an early stage and the quality of customer orientation related activities is questionable, it 

may affect the result of their study. 

Cano, Carrillat & Jaramillo (2004) found that it is consistent worldwide that customer 

orientation can improve business results. Their study also found that there is a stronger 

relationship between customer orientation and business performance in countries of national 

culture of collectivism rather than individualism. They explained that such a difference is 

because of staff having a different perspective on common organizational goals and mutual trust 

among staff. Further, customer orientation has a stronger impact on non-profit making 

organizations than commercial firms. It may be because of a higher staff-customer interaction 

frequency in those organizations. They also argued that the positive influence by customer 

orientation resulting in business performance is stronger in service industry than in 

manufacturing industry. They explained that customer orientation is more effective when there is 

more person to person interaction such as in service industry. 

Deshpandé, Farley & Webster (1993) denoted that there are four types of corporate 

culture. They believed that customer orientation has a positive impact on business performance 

in all of the four types.Market is a corporate culture stressing competitiveness. Adhocracy relates 

to entrepreneurship. Clan is about internal cohesiveness and hierarchy is about doing things 

according to rules. Deshpandé and Farley (2004) reported on a research program that gathered 

data from a dozen countries over a decade. They found that customer orientation and innovation 

have a consistent pattern of having a positive association with business performance. Customer 
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orientation has a stronger impact than innovation in the industrializing world. Their study also 

shows that the influence of customer orientation is stronger on business results of relatively open, 

externally oriented organizations than it does in closed or internally oriented organizations. Ellis 

(2006) proposed that customer orientation is a determining factor of a firm’s performance. Its 

impact is stronger on organizational performance in bigger firms than in smaller ones. Further, 

she believed that the effect of customer orientation on business performance is higher in higher 

level of domestic economic development. In another words, the benefits of customer orientation 

leading to business results is less to small economies than large ones. Frambach, Prabhu and 

Verhallen (2003) suggested that customer orientation can positively influence new product 

development activities measured by the number of new products developed and launched. They 

found that firms with stronger customer orientation rank the importance of new product 

development higher. They are likely to take a proactive approach focusing at understanding how 

to satisfy current and future customers’ needs. Frambach, Fiss & Ingenbleek (2015) argued that 

the effect of customer orientation on business performance is positive relating to different 

strategy types: the defender strategy looks to satisfy current customer needs while the prospector 

strategy looks for future customer needs. These findings are applicable under different market 

dynamics, either low or high. 

Homburg & Pflesser (2000) suggested that customer orientation has a positive effect on 

financial performance indirectly through market performance. The customer orientation culture 

drives behavior through shared values and norms that put the focus on customers. As such, the 

organization is likely to enhance its customer-related market performance in terms of achieving 

stronger customer loyalty, which has a favorable impact on the cost of acquiring customers and 

results in them having a greater tolerance of higher prices. With a lower customer acquisition 
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cost and higher price tolerance, a firm can expect better financial performance in areas like return 

on sales. Horng and Chen (1998) found that customer orientation is a vital success factor on 

business performance of small and medium sized companies in Taiwan. They also proposed that 

training in management capability is the most important organizational system variable involved 

in enhancing customer orientation. Hult et al. (2005) suggested that customer orientation can 

accelerate the responsiveness of a firm which important to performance. Customer orientation 

culture encourages employees to better serve their customers by utilizing their learnt customer 

knowledge. Such a capability responding to customer needs and translating those needs into 

customer value helps the firm create competitive advantages that lead to superior business 

performance. Jaworski and Kohli (1993) proposed that customer orientation has a  positive 

impact on employee orientation by gaining commitments from the staff and thus improving 

business performance. Kahn (2001) noted that customer orientation helps developing new 

products which can address customers' needs. Kanovska & Tomaskova (2014) proposed that the 

reason for the positive impact of customer orientation on business performance is that customer 

orientation has a significant influence on strategic decision making such as that relating to goals 

and mission. Such strategic decisions are related to information gathering, dissemination and 

usage, and in turn affect performance. Kohli & Jaworski (1990) believed that customer 

orientation can speed up the firm’s response to customer. It is a competence to deliver great 

customer value through committed employees and a better understanding of the customers' needs. 

According to Kumar, Subramanian & Yauger (1998), customer orientation has positive impact 

on financial performance and operational performance in healthcare industry. 

Research has been done into the moderating effects various variables on the relationship 

between customer orientation and organizational performance. Matsuo & Mentzer (2000) 
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believed that organizational strategies would have moderating effect on the relationship between 

customer orientation and performance. The three type of organizational strategy are prospector, 

analyzer and reactor. Prospectors proactively search for market opportunities emphasis on 

innovation (Miles, Snow and Coleman, 1978). Analyzers operate efficiently through well-defined 

structures and processes. They take an aggressive approach to try and shake their competitors 

once they find an opportunity to do so by having come up with new ideas (Miles, Snow and 

Coleman, 1978). Reactors react to environmental pressure and changes (Miles, Snow and 

Coleman, 1978). Among the three types of organization, prospectors enjoy the greatest benefit 

from all of these performance measures by increasing their level of customer orientation. 

Narver & Slater (1990) stated that customer orientation benefits commodity and non- 

commodity business on long-term profitability. In the longitudinal study conducted by Pelham 

and Wilson (1995), they found that customer orientation positively influence a firm’s 

competitive advantage and performance viability. Customer orientation as a culture creates 

positive impact on relative product quality, and relative product quality positively. As a result, 

customer orientation positively affects a firm’s growth, share and profitability. Rose and Shoham 

(2002) believed that customer orientation is positively related to export business performance. 

Technological uncertainty is a key moderator on the relationship between customer orientation 

and export performance. Yet, rivalry competitive intensity and market demand uncertainty do not 

have any moderating effect on such a relationship. 

The empirical study conducted by Ruekert (1992) showed that customer orientation leads 

to long-term good organizational financial performance through its positive influence on a firm’s 

human resource and organizational processes. When employee works in a customer oriented 

firms, they is likely to have greater job satisfaction. They also trust their top management and 
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more committed to work in the organization. Selnes, Jaworski and Kohli (1996) found that the 

positive effect of customer orientation is higher in capitalist dominated economies like the U.S. 

than highly regulated government involved economies like Scandinavian countries. They also 

found that customer orientation has an effect on behavioral outcomes such as esprit de corps. 

Shoham and Rose (2001) found that customer orientation’s positive influence on business 

performance in highly market-oriented nation is stronger than the less ones like Israel. Their 

study showed such positive association applies to different national culture (Hofestede's 1984). 

Shoham, Rose & Kropp (2005) proposed that customer orientation positively affects behavioral 

consequences and firm performance, measured both subjectively and objectively. Slater and 

Narver (1994) confirmed their findings that customer orientation is positively related to return on 

assets, sales growth and new product success. Furthermore, they proposed that moderating effect 

on the relationship between customer orientation and performance is not affected by any external 

environment factors. In summary, studies show that there is a positive effect of customer 

orientation on business results, across different national cultures and stages of economic 

development. Examples include Cano, Carrillat & Jaramillo (2004), Horng and Chen (1998), 

Selnes, Jaworski and Kohli (1996), and Shoham and Rose (2001). There are also examples of 

exceptions like Au & Tse (1995) and Bhuian (1997). In general, most scholars believe that 

customer orientation helps creating a customer focused culture leading to better business 

performance (Deshpandé, Farley & Webster, 1993; Deshpandé and Farley, 2004; Frambach, 

Prabhu and Verhallen, 2003; Hult et al., 2005; Narver & Slater,1990; Ruekert,1992). 

2.1.6 The Gap – How Customer Orientation leads to Performance 

 
The essence of customer orientation is treating the customer as the most important 

consideration when developing strategies. Customer orientation refers to a crucial organizational 
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culture that drives information processing effectiveness and efficiency in responding to 

customers’ needs, and is the meaning adopted for use in this study. Such a definition aligns with 

scholars’ views of customer orientation (Narver & Slater 1990, Homburg & Pflesser 2000, 

Deshpandé, Farley & Webster 1993). 

Past studies have shown that customer orientation has a positive effect on delivering 

business outcomes, including success with new product. Most scholars believe that the reasons 

for such a relationship are mainly due to the cultural effect of customer orientation driving 

innovation and learning orientation. Though organizational information processing is closely 

related to innovation and organizational learning, there is a lack of clear discussion of how the 

organizational information process from the customer orientation perspective relates to 

innovation and organizational learning, and how this relationship may lead to organizational 

performance as proposed by scholars. 
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2.2 Inter-functional Coordination 

 
Inter-functional coordination originally comes from the external marketing concept. The 

concept of external marketing advocates that inter-functional coordination is the joint effort of all 

departments and functions working together to create superior value to satisfy customers’ needs. 

Researchers have latterly discussed inter-functional coordination in the internal marketing 

literature. In this section, I will review key literature about inter-functional coordination and it is 

summarized in Table IV in the TABLES – SUMMARY OF THE LITERATURE REVIEW 

section for easy reference. 

2.2.1 Concept of Inter-functional Coordination 

 
According to Narver and Slater (1990), inter-functional coordination refers to the 

integration and collaboration of various functional areas within an organization enhancing 

communication to meet the organizational goal better. Pinto et al. (1993) further articulated that 

inter-functional coordination refers to the staff behaving jointly to achieve goals of common 

interest. Jaworski & Kohli (1993) proposed that inter-functional coordination relates to inter- 

departmental dynamics. Interdepartmental conflict is aroused because of the difference in the 

perspectives and goals between departments. (Lawrence and Lorch, 1967; Shrivastava and 

Mitroff, 1984). Interdepartmental connectedness is defined as “the formal and informal direct 

contact among employees across departments” (Kohli and Jaworski, 1990, p.10). Inter- 

functional coordination can strengthen inter-departmental connectedness through better 

understanding of different departmental perspectives. Inter-functional coordination also helps to 

resolve problems regarding the interdependence of work processes, conflicts over authority and 

jurisdiction over different functions. Hence inter-functional coordination is a critical success 

factors of project implementation. 
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Rafiq & Ahmed (2000) argued that inter-functional coordination is one of the five main 

elements of internal marketing which adopts a marketing concept to serve employees, the 

internal customers of a firm. Inter-functional coordination helps to motivate employee working 

harmoniously towards a common goal. Hence, it can enhance the effectiveness of corporate and 

functional strategies. Tyler and Gnyawali (2002) denoted that interdepartmental connectedness is 

similar to inter-functional coordination. They both represent how close the staff in different 

functions and departments working together for the firm’s common goal. 

Wooldridge and Minsky (2002) stated that inter-functional coordination is relevant to 

how information is processed and collaboration among functions. Selnes, Jaworski and Kohli 

(1996) found that it is easier to implement inter-functional coordination in Scandinavian 

companies than it is in American countries. This may be due to the fact that employees of 

Scandinavian companies are socially oriented while the Americans ones have an ego-centric 

culture. In a socially oriented national culture, people are more eager to work as a team and have 

a greater willingness to share resources when aiming to achieve common goals. 

2.2.2 Individual-level Determinants - Outcomes of Inter-functional Coordination 

 
How staffs behave relates to the level of inter-functional coordination. Chen and Tjosvold 

(2007) noted that inter-functional coordination is driven by the staff’s perception of common 

goals, and is related to organizational shared values. If employees believe that they are working 

together in tandem with other corporate functions aiming to achieve either common goals or 

interdependent goals, they are more willing to share their resources with the other functions. 

When the staff of a firm understands their role in pursuing the organizational goal, inter- 

functional coordination will then be strengthened. Cronin and Weingart (2007) believed that the 

effectiveness of inter-functional coordination may be negatively affected by a representation gap 
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which is similar to the departmental differentiation described by Daft and Lengel (1984). 

However, this representation gap may be resolved if both functions perceive a clear common 

goal. Their idea is similar to that of Chen and Tjosvold (2007) who believe that employees 

perceiving common goal strengthens their inter-functional coordination. Kanovská and 

Tomásková (2014) proposed that the core of inter-functional coordination is introduced by a 

firm’s corporate culture, which guides employee behavior. Tomásková (2009) proposed that 

organizational culture positively influence inter-functional coordination. It is because corporate 

culture plays a critical role in influencing the system, structure, procedure and communication of 

a company and it affects the way employees behave. Wong et al. (2009) argued that having a 

shared vision shapes the interdependence of goals among the various functions, strengthening 

inter-functional coordination, and this, in turn, affects organizational citizen behavior. 

Chen and Tjosvold (2007) suggested that inter-functional coordination helps employees 

to have constructive dialogues with other functions. It also helps build effective relationships 

between departments through developing mutually beneficial discussion of various ideas. 

Conduit and Mavondo (2001) argued that inter-functional coordination improves internal 

customer orientation. Internal customer orientation refers to an organizational culture with focus 

at providing value other employees. Inter-functional coordination may help the deployment of 

functional resources creating superior customer value. Galbraith (1973) organizational 

information processing theory suggested that inter-functional coordination strengthens lateral 

relations between departments via the development of trust in a lateral relationship. This lateral 

relationship can be built on an increasing frequency of inter-functional contact and coordination. 

Wooldridge and Minsky (2002) proposed that inter-functional coordination coordinates 
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organizational communication resources deployment among functions. As such, the focus of all 

departments is related to customer needs. 

2.2.3 Inter-functional Coordination related to a Firm’s Innovation and Performance 

 
Previous research studies have shown that inter-functional coordination is positively 

related to organizational performance. Adler (1995) suggested that inter-functional coordination 

is critical in any new product development project. He proposed that inter-functional 

coordination can be categorized into four modes of interaction. They are standards, schedules, 

mutual adaptation and teams. Each of the interaction modes affects the 3 stages of new product 

development projects. They are project preparation, design stage and production stage. The 

novelty and analyzability of the new product/service determines the choice of the interaction 

mode in each of the three phases of new product development projects. 

Auh and Menguc (2005) argued that inter-functional coordination is a key asset of 

organizational internal social capital. Such social capital provides a positive environment for 

enhancing innovativeness. Gatignon and Xuereb (1997) believed that inter-functional 

coordination strengthens the synergies between customer orientation, competitor orientation and 

technology orientation. It enhances the development of innovation which results in having 

unique and valuable products for customers. Han, Kim, and Srivastava (1998) denoted that inter- 

functional coordination improves organizational performance through organizational innovation. 

They also found that inter-functional coordination has a stronger effect when the market 

uncertainty is high. It is because speediness of getting fast changing market information and how 

fast a firm can respond to such fast changing market is vital. Inter-functional coordination play 

an important role in those processes. Im and Workman (2004) denoted that inter-functional 

coordination is important to enhance a firm’s creativity. Inter-functional coordination serves as 
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an important facilitator in organizational information process flow in areas like gathering and 

distributing market intelligence. 

Kahn (2001) believed that inter-functional coordination has a positive impact on product 

development performance because inter-functional coordination strengthens not only inter- 

departmental communication but collaboration too. Mengue and Auh (2005) noted that inter- 

functional coordination is vital when a firm formulate and implement its strategic orientation. Its 

role is more important in the formulation process than implementation phase. Wang and Altinay 

(2012) found that inter-functional coordination helps improving a firm’s international expansion 

performance. It is because inter-functional coordination stimulates creative thinking through 

coordinated effort of getting useful information and promoting innovative ideas. 

2.2.4 Information Processing as the core of Inter-functional Coordination 

 
Another critical role played by inter-functional coordination in an organization is to 

create communication openness through information sharing. Inter-functional coordination can 

improve communication, coordination, collaboration and cohesiveness because it “captures the 

tendency for different functional areas to accommodate disparate views and work around 

conflicting perspectives and mental models by putting aside functional interests for the benefit of 

the whole organization.” (Mengue and Auh, 2005, p.7). Kohli and Jaworski (1990) suggested 

that inter-functional coordination can reduce inter-departmental conflict and inter-department 

conflict prohibits communication across departments thus affecting efficiency and effectiveness 

of dissemination of market intelligence. 

Galbraith (1973) stated in his organizational information processing theory that inter- 

functional coordination strengthens lateral relations between departments via the development of 
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trust in lateral relationships. Lateral relationships are important for enhancing information 

processing capability as they can increase information processing capacity. Under the evolving 

organizational information processing model developed by Burke et al. (2001), inter-functional 

coordination strengthens the relationship between departments and helps to address the challenge 

of addressing uncertainty and equivocality. Narver and Slater (1990) expected that inter- 

functional coordination would be able to enhance the effectiveness and efficiency of sharing 

information and resources among departments. Such sharing of information and resources is 

important for creating superior value that will allow customers to be targeted leading to 

outstanding business performance (Narver and Slater, 1990). Tyler and Gnyawali (2002) 

proposed that inter-functional coordination is an important attribute enhancing the process of 

information sharing, communication and coordination among different functions. Wang and 

Altinay (2012) found that inter-functional coordination cultivates knowledge sharing, promoting 

new, and stimulating creativity. Wooldridge and Minsky (2002) suggested that inter-functional 

coordination strengthens the capability to process information and collaboration between 

different functions in the organizations and helps them achieve their strategic goals. Inter- 

functional coordination harmonizes organizational information processing and resources 

deployment. 

2.2.5 Summary 

 
Inter-functional coordination refers to the integration and collaboration of various functional 

areas of an organization. It is an important factor driving an organization to achieve the 

organizational goal through enhancing organizational communication capability and 

coordinating resources allocation (Narver and Slater, 1990; Jaworski and Koli,  1993; 

Wooldridge and Minsky, 2002). It is important to note that employee common goal perception 
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can enrich inter-functional coordination (Chen and Tjosvold, 2007; Cronin and Weingart, 2007; 

Kanovská and Tomásková, 2014; Wong et al., 2009). Many empirical studies have demonstrated 

that inter-functional coordination strengthens organizational information process capability 

because inter-functional coordination motivates employees of different functions share valuable 

resources by breaking down departmental differentiation (Auh and Menguc, 2005; Burke et al., 

2001; Galbraith, 1973; Jaworski & Kohli, 1993; Wooldridge and Minsky, 2002). Inter-functional 

coordination has a positive effect on organizational innovation and new product development 

project performance (Adler, 1995; Gatignon and Xuereb, 1997; Kahn, 2001; Han, Kim, and 

Srivastava, 1998; Wang and Altinay, 2012). 
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2.3 New Product Development Strategy 

 
A good new product development strategy plays a crucial role in capturing competitive 

advantages due to increasing competition intensity, fragmenting markets, and technical diversity. 

Industries competing in a turbulent environment try to strengthen their ability to quickly design 

and develop new products in order to give themselves an advantage in highly competitive market. 

Hence, development lead time, or the time required to go from an initial concept to a market 

introduction is regarded as measure of competitive performance in product development. In this 

section, I discuss the key literature related to new product development strategy. Further, I also 

review the integration-responsiveness framework to gain a better understanding of how product 

development strategy is to be affected in international joint venture operations. 

2.3.1 New Product Development Strategy: The Choices 

 
New product development strategy is about how a new or modified fitting the needs of 

customers. In general, new product development strategy integrates technology strategy and 

marketing strategy to address the changing external environment. Yet, different scholars have 

categorized new product development strategies in different ways. For example, Zhang, Di 

Benedetto and Hoenig (2009) proposed that there are three different types of product 

development strategy depending on the area of focus. These product development strategies can 

be referred to as the breakthrough focus, platform focus and the incremental focus. 

Nyström (1985) developed a product development strategy framework which is about 

how technology strategy and marketing strategy to be integrated. Technology strategy has two 

aspects namely technology use and technology orientation. Technology use can be isolated or 

synergistic and technology orientation can be internal or external. Marketing strategy refers to 
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the product and customer focus of the company. Regarding the product focus, it can be either on 

modification or diversification while the customer focus can be on existing customers or new 

customers. He suggested that product development strategies lye along the dimension of open or 

closed depending on where the firm chooses to place its focus. According to Cooper and 

Kleinschmidt (1995), new product development strategy is an important category that affects 

new product success. New product development strategy specifies the area of focus. It also 

formalizes the organizational processes and structure needed for implementation. A new product 

development strategy should consider how the new product development process relating to the 

understanding of customers and its proficiency of related activities at different development 

stages. 

In this study, a new product development strategy refers to the strategy determining the 

choice of automobile models that are to be developed for the China market. It can be import- 

oriented, adaptation oriented or local-oriented. An import-oriented strategy modifies models that 

were sold overseas before and with limited adaptation. An adaptation-oriented strategy is one 

that is used to develop models that are already overseas brand names but with major adaptations. 

A local-oriented strategy is one in which joint-venture firms jointly develop auto models 

specifically for the China market. These three new product development strategies represent 

different international marketing strategies that joint venture operations have adopted in the 

China automobile market. Joint venture operations that adopt the import-oriented strategy take 

the global or the standardization approach. The advantages of such an approach are speed to 

market and cost efficiency. The project staffs only need to make minor modifications to fulfil the 

regulations and compliance needs. It is unlikely that the staff would have a strong sense of 

ownership due to their low level of participation in the project. On the other hand, the local- 
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oriented strategy requires much more involvement from employees working together in order to 

develop a model for the China market. The members of the staff have a much stronger sense of 

ownership and common goal perception. Such a localized international marketing approach may 

involve less risk as the development is based on what the local market needs. The degree of 

parental control exercised by an international company’s headquarters is likely to be least in the 

case of a local-oriented strategy, followed by the adaptation-oriented strategy and the import- 

oriented strategy. 

It is important to note that in this study the choice of product development strategy is an 

indicator of the extent to which firms directly sell imported prototypes in the China market. It 

ranges from models developed originally for the China market to models originally developed 

for overseas sales and then with minor modification introduced to the China market. Hence, it is 

a continuous spectrum, rather than a categorical value. 

2.3.2 New Product Development Strategy and Information Processing 

 
The success of a new product relies on a firm’s understanding of its customers and how 

to leverage its competency to deliver value to its customers. Information processing plays a 

critical role in new product development. 

Clark and Fujimoto (1989) believe that organizational information processing capability 

is a vital attribute in new product development in the automobile industry. The four stages of 

product development in the auto industry are concept study, product planning, product 

engineering and process engineering. The nature of the tasks involved in the first two stages, 

concept study & product planning, are different from the two final stages namely product 

engineering and process engineering. The first two stages have an external focus that is related to 
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understanding the customers’ needs. The final two stages regarding internal emphasis of the 

organization, hence information processing capability plays a vital role. However, the creation 

and processing of information are critical in each and every stage, though the nature of activities 

at each stage vary. New information assets such as studies, clay models, drawings, and software, 

etc. are developed and created at different stages. 

Cusuman and Nobeoka (1992) believed that having a strong communication and 

coordination capability among staff members plays an important role in firms being able to 

develop innovative products quickly. The three variables in the automobile product development 

construct are product strategy, project structure and process, and product performance 

(Cusumano and Nobeoka, 1992). Product strategy refers to an aspect of product concept; hence it 

affects the requirements of the task and the scope of the project (Cusumano and Nobeoka, 1992). 

Project structure and process are related to the capacity and capability of a firm’s internal and 

external resources. Inter-functional coordination plays a vital role. The performance of new 

product development projects can be reviewed from input and output perspectives like market 

share and sales growth etc. Cusumano and Nobeoka (1992) observed that the three variables are 

strongly related to each other. 

When a firm decides product development strategies for its subsidiaries, its factor of 

consideration includes cost positioning, product differentiation, and market-niche focus; and or 

some combination thereof to compete (Porter, 1985). Global firms also consider the concerns of 

different geographic markets when they develop their new products (Yip, 1989). Once the 

market and product are considered, the product strategy determines the task requirements that 

match the structure and the process, as considered appropriate by the organization and its 

management. 
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2.3.3 New Product Development Strategy: The Integration - Responsiveness Framework 

 
New product development strategy determines the success of companies. The choice of 

such strategy is affected by how executives perceive the pressure for global integration and the 

pressure for local responsiveness, relating to the integration-responsiveness framework. 

The integration-responsiveness framework was originally developed by Lawrence and 

Lorsch (1967). Prahalad and Doz (1987) proposed the application of the integration- 

responsiveness framework to international business. They suggested that the three factors 

shaping the characteristics of business are economic imperatives, political imperatives and 

organizational imperatives. The above-mentioned three imperatives translate into pressure for 

cross-border integration, the coordination of value chain activities, and the necessity of 

responding to local needs. The pressure for global integration and coordination works in the 

opposite direction to pressure for responsiveness. Global integration is about centralized 

management of value chain activities in geographically dispersed locations. Global coordination 

refers to the central management and cooperation of dislocated assets needed for achieving 

economic benefits. Local responsiveness allows autonomy of local subsidiaries to have the 

autonomy to make decisions based on their local needs. 

Bartlett and Ghoshal (1989) proposed an overlapping typology of four different business 

environments based on the application of the original integration-responsiveness framework. The 

four business environments are global business, the international environment, multinational 

businesses and the transnational environment. Each business environment has a different 

strategic focus due to the pressure for integration and responsiveness. Under the global business 

environment, companies are put under high pressure to integrate and coordinate but under low 

pressure to be responsive, and their focus is on the realization of cost advantages. The 
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multinational environment is the opposite of that situation in which firms are under tremendous 

pressure to be responsive but under low pressure regarding integration and coordination. 

Accordingly, firms focus on responding to local differences and building a strong local presence. 

In the international environment, the pressures for integration and for responsiveness are low. 

The local subsidiaries’ key role is to adapt and leverage parent company competency. Firms in a 

transnational environment receive pressure to be both integrated and responsive. Such mixed 

demands force firms to form interdependent units to provide contributions to global operations. 

Peng (2011) renamed the strategy types and related organizational structures for different 

business environments as suggested by Bartlett and Ghoshal (1989). They are now the global 

standardization strategy, the home replication or international strategy, the localization or 

multinational strategy, and the transnational strategy. There have been attempts by scholars like 

Ghoshal and Nohria (1993) to classify industries based on the integration-responsiveness 

framework but they have been unsuccessful. This may be because an industry is too broad a 

category to come to a conclusion. Prahalad and Doz (1987) refined their approach suggesting 

that different functions may come under different amounts of pressure for integration and 

responsiveness. Roth and Morrison (1990) denoted that the integration-responsiveness 

framework only focuses on the two dimensions, neglecting other factors affecting firms’ 

decisions. Devinney et al. (2000) proposed that managerial choices have an impact on the choice 

of strategies. Luo (2002) believed that organizational structures and strategy have a strong inter- 

relationship. Yet the integration-responsiveness framework neglects such an influence. Further, 

many scholars like Geppert et al., (2003) believed that the home environment of multinational 

corporations has an impact on their international strategy and is not necessary only related to the 

two described pressures as proposed in the integration-responsiveness framework. 
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In this study, the three new product development strategies are shown to form a 

continuous spectrum of the methods international joint venture operations use to address the 

pressure for global integration and local responsiveness. International joint ventures adopting the 

import-oriented and the local-oriented product development strategy perceive  they are under 

high pressure to achieve global integration and local responsiveness respectively. Joint venture 

operations adopting the adaptation-oriented product development strategy take a multi-focal 

approach (Prahallad and Doz, 1987). However, the choice of a strategy based on the integration- 

responsiveness framework may influence the way in which staff perceive their participation level 

and their contributions to their interdependent goals. It is to be explained in the next section 

based on the findings in related literature. 

2.3.4 New Product Development Strategy: Staff Goal Perception and Staff Empowerment 

 
According to Bartlett and Ghoshal (1989), three types of organizational structure are used 

to manage international business under the integration-responsiveness framework. The structures 

of multinational organizations build a strong local presence to respond to local needs. Global 

organizations leverage centralized global-scaled operations in order to build cost advantages. 

International organizations exploit parent company knowledge and capabilities through diffusion 

and adaptation. Leong and Tan (1992) proposed that multinational organizations are more likely 

to be decentralized and nationally self-sufficient while global organizations are more likely to be 

decentralized and globally scaled. 

The difference between centralization and decentralization is related to how decisions are 

made. In Simon’s study of a “Controllers’ Department,”, he stated: “An administrative 

organization is centralized to the extent that decisions are made at relatively high levels in the 

organization; decentralized to the extent that discretion and authority to make important 
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decisions are delegated by top management to lower levels of executive authority” (Simon, 1954, 

p.1). Thus, it is likely that employees under decentralized organizations have a stronger sense of 

goals ownership than they do in centralized organizations. Zannetos (1965) suggested that 

individual employees are more motivated under decentralized structures because they feel that 

their efforts are directly associated with the end results. 

As centralized organizations having their decisions made at a higher level (Simon 1954), 

it is expected that stronger parental control would be exercised over local subsidiaries by the 

corporate headquarters. According to Karlíček et, al (2013), there is a significance difference 

between the role perception of managers in multi-national corporations with high and low 

parental control. Managers in multinational corporations with high parental control are unlikely 

to seek creativity and they may feel frustration due to their being perceived as not important by 

headquarters. As a result, in such companies, the staff members’ perception of their inter- 

dependence goal would be lower than it is in those under low parent control. 

According to Astley and Sachdeva (1984), the sources of power in organizations are 

hierarchical authority, control of resources and network centrality. Mintzberg (1983) argued that 

moving of decision-making authority from top to low hierarchy enhance level of staff 

empowerment. Kanter (1977) proposed that decentralization leads to empowerment through 

increasing employee participation. In the study conducted by Menon (2001), he found that staff 

hasstronger perception of common goal if they are more empowered. 

As discussed in the above sub-section, the three new product development strategies 

show a spectrum of ways in which international joint venture operations address the pressure for 

global integration and local responsiveness. It also reflects how the joint ventures organize their 

approaches to introducing new products, depending on the level of centralization; consequently, 



 

43 

 

the level of common goal perceptions by staff under different new product development 

strategies varies according to the way a company is organized. 
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2.4 Shared Team Tenure 

 
Shared team tenure refers to the length of time that team members have interacted with one 

another (Katz, 1982; Schippers et al., 2003). Ling et al. (2015) refers to shared team tenure as the 

number of years of overlapping working experience that team members have. Such experience 

results in the aggregation of compatible knowledge, capability and skills (Sturman, 2003). In this 

section, I will review the relationship between shared team tenure and communication 

effectiveness, which is vital to new product development success (Clark and Fujimoto, 1989; 

Cusumano and Nobeoka, 1992). 

2.4.1 Team Development Stage Model and Shared Team Tenure 

 
The team development stage model developed by Tuckman (1965) gave the fundamental 

concept of the relationship between team performance and shared team tenure. Tuckman (1965) 

proposed the idea that having a longer period of shared tenure leads a team to better performance 

because a team needs to go through several stages including forming, storming, and norming 

before reaching the high-performing stage. New teams have to spend their resources on 

formulating team norms and dynamics and they may not be clear about their team goals. Team 

morale and trust are still in their infancy. Hence, team members who have a shorter period of 

shared team tenure are likely to have more conflicts and disagreements with other team members 

when compared to team members that have shared tenure for a longer period. Teams that have 

had a longer experience with shared team tenure are able to perform more effectively as they 

have already built on norms, routines and capabilities. At the final stage or the performing stage, 

interpersonal structure becomes the task activities tools. A team’s energy should be focused on 

achieving the task at hand and there should not be any effort consumed by addressing structural 

issues. Kozlowski et al. (1999) proposed a theory related to team performance and team 
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development. They explained that there are four stages of team development, namely team 

formation, task compilation, role compilation and team compilation. Teams with longer shared 

tenure should perform better in terms of efficiency because team members with longer shared 

team tenure have gained experience in the team compilation process and they have a better 

understanding of how the team should approach a typical team task. 

2.4.2 Shared Team Tenure and Communication Effectiveness 

 
Teams with longer shared tenure experience have had more interactions and it is likely they 

will have a closer relationship among the team members. Keller (1986) believed that team 

members become cohesive when they work with each other for some time and this cohesiveness 

helps improve performance. Ancona and Caldwell (1992) proposed that a team with a longer 

period of shared tenure may have more thorough and effective internal communication, as such 

team members can be better in cooperating with each other in areas like defining goals, 

developing workable plans and work prioritization. As a result, better performance can be 

expected. Ling et al. (2015) proposed that the longer shared team tenure promotes team trust 

which is critical to team performance. 

Some scholars view the relationship between shared team tenure and communication from 

different perspectives. Katz (1982) argued that teams with long shared tenure may become 

inward focused and neglect external communication, and because of such constraints in 

communication, shared team tenure has a curvilinear relationship with project performance and 

effectiveness of communication in terms of intra-project communication, organizational 

communication and external professional communication. Similar to Katz (1982), Leenders, 

Engelen, and Kratzer (2003) also believed that long shared team tenure is likely to have tendency 
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toward being too internally focused. Such a tendency may limit the team’s creativity. It is 

because too frequent communication and centralized communication may hinder team creativity. 

2.4.3 Shared Team Tenure and Interpersonal Dynamics and Trust 

 
Shared team tenure may have a curvilinear effect on interpersonal dynamics (Krammer, 1999; 

McKnight et al., 1998). They explained that team members may experience smoother 

interpersonal dynamics due to group identity recognition giving rise to similar positive 

perceptions about fellow team members during the early stage of team formation. As time goes 

by, team members may experience strain and stress. In the case of a moderate length of shared 

tenure team, members start to understand that there may be difference beliefs and values from 

what they perceived at the beginning of team formation. Team members deepen interpersonal 

dynamics and have a better understanding of each other and know how to better work with each 

other in teams with longer tenure. Jackson and Smith (1999) tried to explain that shared team 

tenure promotes positive interpersonal states between members. Longer shared team tenure helps 

develop attachment-based attraction, which leads to better comprehension of their work 

interdependence. 

Indartono and Chen (2011) took the view that shared team tenure enhances level of 

internalization of organizational values. It leads to greater trust and commitment among 

members.Such a curvilinear relationship may be due to the team members experience with 

gaining trust and shared beliefs in the team work process. Though shared team tenure reflects the 

knowledge of the team and it is a mechanism that induces predictability, in terms of what team 

members act in good faith, a study conducted by Costa (2003) argued that longer shared team 

tenure may not lead to stronger trust. She explained that longer shared tenure team members are 
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more calculating because of their concern about their future and a team with longer team tenure 

may therefore create hidden internal competition. 

2.4.4 Shared Team Tenure and Team Performance 

 
Koopmann et al. (2016) proposed that shared team tenure has an effect on task and creativity 

performance of team member due to the concept of the team psychological safety climate. They 

defined the team psychology safety climate as “trust, respect, concern for members, and 

confidence in members’ ability” (Koopmann et al., 2016, p. 942), and team psychological safety 

climate affects team members’ emotions related to social interaction within the team. Scholars 

like Bradley et al., 2012; Burke et al., 2006; Edmondson, 1999; Kozlowski and Ilgen, 2006, 

believed that the team psychological safety climate facilitates how team sharing their knowledge 

and ideas. Team members working in a climate of high psychological safety will benefit from it 

in terms of their interpersonal dynamics as team members “will conclude that making a mistake 

does not lead to rejection when they have had team experiences in which appreciation and 

interest are expressed in response to discussion of their own and others’ mistakes” (Edmondson, 

1999, p. 355). Harrison and Klein, (2007) further articulated that team members share the same 

belief if they feel that they are psychologically safe. Koopman et al. (2016) noted that the shared 

team tenure affects the psychological safety climate. He discovered that team’s psychological 

safety climate strength has moderating effect on the relationship between shared team tenure and 

team task and creativity performance. Such relationship is an indirect curvilinear relationship. 

2.4.5 The role of Shared Team Tenure in the Motivated Information Processing Model 

 
According to the motivated information processing model by De Dreu, Nijstad and van 

Knippenberg (2007), information processed at an individual level is integrated at group level and 
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a continuous cycling effect occurs between these information processes at the group and 

individual level. 

The two motivational factors determining how information is to be processed at the 

individual level are socially and epistemically related. The social motivation factor refers to the 

level of individual self-protection present in the engagement of information exchange (Bechtoldt, 

De Dreu and Nijstad, 2010). The epistemic motivation factor is related to the accountability of 

the team members for their reasoning in systematic information processing (Bechtoldt, De Dreu 

and Nijstad, 2010). As the team psychological safety climate should have an effect on the two 

motivational factors as it is about “trust, respect, concern for members, and confidence in 

members’ ability” (Koopmann et al., 2016, p. 942) and shared team tenure has an effect on trust 

(Indartono and Chen, 2011), it is logical to believe that shared team tenure has positive impact on 

the capability of team information process based on the motivated information processing model. 

Schippers et al. (2003) proposed that shared team tenure moderates the relationship between 

team diversity and team process. It also moderates the relationship between team process and 

team outcomes. Reflexivity refers to team behaviour regarding communication, decision making 

and conflict handling; and it is used as the measure of team process in this study. Stoker (2008) 

found that individual performance and emotional exhaustion is related to team shared tenure and 

leadership style. She proposed that short team tenure members have better performance and less 

emotional exhaustion under directive leadership when compared to coaching leadership. 

Members of longer shared tenure teams have better performance and less emotional exhaustion 

under coaching leadership when compared to directive leadership. She explained the results from 

the perspective of uncertainty. Teams having shorter shared tenure would need clear directions 

so that team members do not need to clarify administrative issues; hence directive leadership 
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helps to drive performance. Teams with longer periods of shared tenure are less concerned about 

uncertainty; hence supportive behaviour in coaching leadership is preferred. 

2.4.5 Summary 

 

In summary, shared team tenure refers to the length of time that team members have 

interacted with each other, or in other words, or have had overlapping working experience (Katz, 

1982; Schippers et al., 2003; Ling et al., 2015). Longer shared tenure may enhance performance 

as the team members have already gone through different stages of team development (Tuckman, 

1965). They do not need to put extra resources into tackling some fundamental challenges in the 

team development process such as conflicts between team members, developing team norms, etc. 

Their focus is on delivering team goals. 

Members of a team with longer shared tenure have greater trust of each other (Ling et al., 

2015; Indartono and Chen, 2011; Bechtoldt, De Dreu and Nijstad, 2010; Koopmann et al., 2016). 

As a result, they can address uncertainty in a more efficient and effective way while they process 

organizational information. As trust plays a critical role affecting communication effectiveness 

and efficiency within the team environment, and new product success may be affected by the 

effectiveness and efficiency of communication within a new product development project, it is 

logical to presume that shared team tenure may have a boundary impact on new product success. 



 

50 

 

2.5 Success in Marketing New Products – New Product Performance 

 
New products success is vital to a company’s future profitability and it prevents the firm’s 

product line from becoming obsolete (Cooper 1984). Many big companies rely on the success of 

new products to substantiate their revenue and profit growth (Cooper 1993). In this study, 

successes in marketing new products represent new product success. 

New product success is particularly important to automobile manufacturers. According to 

Autoalliance.org, automobile companies take at least five years to develop a new model vehicle. 

In 2018, the total research and development investment spent by global automobile makers was 

over US$ 120 billion. The reason why automobile manufacturers are willing to invest so much in 

research and development is obvious. New car models contribute significantly to company 

performance and new product success is the key locomotive driving sales and profit growth in 

the automobile industry. For example, based on Ford’s 2015 sales report, the two new Ford 

branded models (Edge and Explorer) contributed over 45% of the total sales of Ford branded  

cars and the new Lincoln MKX contributed 34% of the Lincoln car sales in the US market. 

Previous studies show that customer orientation contributes to the success of new products. 

Appiah-Adu and Singh (1998) proposed that customer orientation has a positive impact on the 

success of new products in small and medium sized businesses in the UK. They explained that 

customer orientation enhances information processing and interpretation capabilities. Such 

capabilities are critical to the success of implementing new product development strategies.. 

Atuahene-Gima (1996) believed that customer orientation has a positive effect on new product 

project because customer orientation has a significant and positive influence on the factors 

affecting innovation-marketing fit and product advantage. Im and Workman (2004) suggested 

that customer orientation positively influences positional advantages. It is because customer 
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orientation can enhance firm’s creativity in product and marketing program. Similarly, Ngo and 

O'Cass (2008) also found that customer orientation strengthens a firm's innovation capability and 

marketing capability. Matsuo (2006) attempted to explain why customer orientation enhances 

innovativeness, which leads to new product success. He proposed that customer orientation helps 

the organization establish a clear common goal which can promote task conflict and reduce 

process conflict. Those conflicts hinder organizational innovativeness. However, scholars like 

Christensen and Bower (1996) and MacDonald (1995) argued that customer orientation may 

have negative impact to new product success. They believed that being too close to customers 

may hinder a firm’s creativity. The firm may only focus on customers’ current needs but not  

their future needs. It may result in negative implications on company innovativeness and new 

product performance. 

Another important factor affecting new product success relates to inter-functional 

coordination. According to Adler (1995), inter-functional coordination is critical in new product 

development projects and it leads to new product success. He proposed that the choice of 

interaction mode as it relates to inter-functional coordination in different phases of product 

development has an effect on new product development and that has an impact on success. 

Atuahene-Gima (1996) found that inter-functional coordination plays a vital role in  

strengthening teamwork, which is critical for new product project performance. In general, inter- 

functional coordination enhances innovativeness, which is vital to new product success 

(examples: Auh and Menguc, 2003; Gatignon and Xuereb, 1997; Han, Kim, and Srivastava, 

1998; Im and Workman, 2004 and etc.). 

Cooper and Kleinschmidt (1995) proposed the idea that there are five broad categories that 

affect new product success. The five categories are the new product development process, 
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organization, culture, role and commitment of senior management, and strategy. New product 

development process is about how the product is developed. This category includes processes of 

pre-development and post-development. Capability of information processing among department 

is critical. The organization category refers to how the new product development team is 

formulated and operated. Senior management affects resource allocation decisions and creates 

the goal-interdependence perception. Such perception strengthens inter-functional coordination. . 

The category of strategy relates to the alignment of goals and other new product development 

projects. 

Success with marketing a new product has been chosen as the indicator of company 

performance in many studies (e.g. Im & Workman, 2004). Atuahene-Gima and Li (2004) used 

the new product performance related to market share, sales growth and return on investment 

compared to those of competitors as new product performance indicators. The choice of  

business performance variables consists of traditional accounting-based items such as return on 

investment and sales growth; market-based items like market share, customer satisfaction, 

customer satisfaction and customer retention; and “overall company performance” in general. 

Another way to categorize this measurement of performance is related to how the performance is 

measured. There is objective performance and judgmental (or subjective) performance. Objective 

performance involves financial or market-based measures such as profitability and market share. 

Judgmental performance involves customer- and employee-based measures that include service 

quality and customer satisfaction, etc. 

There are situations when objective measurements are not used. This can be due to the 

sensitivity and confidentiality of the performance data, where it is more appropriate to compare 

against relative performance in the industry and with the limitations on profitability reflecting the 
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company’s financial health (Dess and Robinson. 1984). Lewin and Minton (1986) stated that the 

business nature and key parameters for comparisons are determining factors of how performance 

is measured. Nevertheless, studies show that objective and subjective performance indicators are 

highly correlated (Dess and Robinson. 1984; Venkatraman and Ramanujam, 1986). 

In summary, success in marketing new products is important to a company’s long term 

performance. It is particularly important to the automobile industry because new products are the 

crucial engines powering growth, and significant investment, in terms of time and money, are 

involved. Though there has been debate among scholars regarding the effect of customer 

orientation on innovation and new product performance, most studies show that customer 

orientation exerts a positive effect on innovation and creativity, which is critical to new product 

success. Inter-functional coordination also plays an important role leading to new product 

success. Inter-functional coordination enhances information processing capabilities and helps 

create communication openness. Those are important factors stimulating innovativeness, which 

is one of the key success factors in new product success. 

It is important to note that subjective measurements of new product success such as market 

share, sales growth and return on investment compared to those of competitors are used in 

research studies when there are limitations on getting sensitive information. Nevertheless, the 

correlations between subjective and objective measures are high (Dess and Robinson. 1984; 

Venkatraman and Ramanujam, 1986). In another words, subjective measure is also a reliable 

assessment method. Due to the constraints on obtaining objective measurements, subjective 

measures of market share, sales growth and return on investment compared to competitors are 

used in this study. 
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CHAPTER 3 THEORETICAL BACKGROUND AND HYPOTHESIS 

 

DEVELOPMENT 

 
3.1 Organizational Information Processing Theory 

 
Organizational information processing theory refers to how organizations enhance their 

information processing capability to achieve operational effectiveness and efficiency (Galbraith, 

1973).  It provides a theoretical framework of factors affecting the efficiency and effectiveness  

of information processing within an organization. Hence, it is adopted as the overarching theory 

behind this study. 

Galbraith (1973) proposed the organizational information processing theory to describe the 

choices of strategies used to address information processing challenges within an organization. 

Galbraith’s original organizational information processing theory has gone through different 

stages of advancement. His original theory stated that the objective of information processing is 

to resolve uncertainty. In order to achieve such an objective, organizations have two choices: 

minimizing the need to process information or strengthening information processing capability. 

Daft & Lengel (1986) advanced the original organizational processing theory by proposing that 

not only uncertainty but also equivocality (ambiguity) is the challenge in processing information. 

In addition, interpersonal characteristics and interdepartmental relationships play critical roles in 

information processing. Burke et al. (2001) further suggested that the two key factors of 

communication effectiveness are cohesion and the process satisfaction of the team during the 

information processing. I will discuss the three stages of the organizational processing theory in 

detail, and explain the conceptual development of this study based on the advanced version of 

organizational information processing theory proposed by Burke et al. (2001). 
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Stage 1: Original Organizational Information Processing Theory 

 
The organizational information processing theory (Galbraith, 1973) was developed for 

organizational design purposes. Galbraith (1973) stated that the key objective of processing 

information in organizations is to address uncertainty. There are different theoretical perspectives 

regarding uncertainty. Transaction cost economics refers to uncertainty as the critical factors 

inducing high cost, noted as “When transactions are conducted under conditions of 

uncertainty/complexity, in which event it is very costly, perhaps impossible, to describe the 

complete decision tree, the bounded rationality constraint is binding and an assessment of 

alternative organizational mode, in efficiency respects, becomes necessary” (Williamson, 1975, 

p. 23). Organization theory views uncertainty as a dominant contingency, according to 

Thompson, who stated: “Uncertainty appears as the fundamental problem for complex 

organizations and coping with uncertainty, as the essence of administrative process” (Thompson, 

1967, p. 159). The characteristics of an organization determine the way in which it addresses 

uncertainty to achieve information processing capabilities. 

Galbraith (1974) perceived the role of organizations to be information processing systems 

when they are facing uncertainty. An information processing system is the system to gather, 

interpret and syntheses information. Effective organizations have different forms of design to 

enhance their information processing system but they have similar characteristics. In general, an 

effective organizational design in information processing integrates subtasks into whole tasks, 

though there are levels of differentiation between various organizations. 

The key concept of organizational information processing theory is about what possible 

strategies organizations can adopt to improve information processing efficiency and 

effectiveness. An improvement in information processing efficiency and effectiveness will 
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strengthen organizational competency in responding to a changing environment, creating 

competitive advantages. Hence, information processing capability has positive impact on 

business performance. However, information processing capability of an organization is directly 

related to the level of information to be processed by the orgainzation. 

Galbraith defined uncertainty as “the difference between the amount of information 

required to perform the task and the amount of information already possessed by the 

organization” (Galbraith 1973, p.5). The level of information to be processed depends on the 

amount of uncertainty. The greater the uncertainty, the more information processing is needed, 

and the organization has to adopt an integrating mechanism to enhance its information 

processing capabilities. 

Galbraith (1973) described the three variables affecting the amount of information to be 

processed are variations of outputs, quantity and quality of input resources, and difficulty of goal 

expectation. He further suggested that organizations vary their choices of three possible 

organizational strategies when addressing uncertainty based on the relative cost between strategy 

and the amount of uncertainty. The three choices of strategies used to tackle the challenges due 

to uncertainty are to better preplan, if not then increase flexibility, and adjust performance 

expectation. (Galbraith 1973) 

When there is an increase in the amount of uncertainty, organizations need to increase 

their information processing capabilities by adopting integrating mechanisms. The upgrading of 

the integrating mechanism adopted is reflected in the amount of uncertainty and the number of 

exceptions to which no rules can be applied. An integrating mechanism includes coordination 

that can be achieved by rules or programs that can be used for routine predictable tasks (March 

and Simon, 1958, Ch 6). When there is an increase in exceptions and there is no rule to be 
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applied, a hierarchy is employed. Coordination by targets or goals is to be used when the there is 

increase in organization’s task uncertainty. However, there are situations of increasing 

uncertainty that are due to increasingly unknown scenarios such as new product introduction, 

new market entry or employing new technologies, so that using sub-goals to guide sub-unit 

action may not be sufficient. 

The increase in number of exceptional cases may overload the organizational hierarchical 

channels. In such case, actions regarding organizational design have to be taken. The two 

fundamental concepts used to manage increasing uncertainty relate to the communication. They 

are either to reduce the quantity of processing information to be processed, or to enhance 

information processing capability, or both. 

In order to reduce quantity of information processing, we may reduce the level of 

dependence among subunits by allowing buffer to relax target. (March and Simon, 1958, Cyert 

and March, 1963). The consequence of such a strategy is increasing cost, such as allowing for a 

longer finishing time and etc. Another strategy is to reduce division of labor. As such, it will 

reduce number of exceptions as the working group is responsible for the output based on their 

received input Galbraith (1973). 

The two strategies to increase information processing capacity are to invest in a vertical 

information system and create lateral relationships (Galbraith 1973). Investment in a vertical 

information system allows information to be process from the source where the information 

originated to the point of decision. The design variables for a vertical information system are the 

decision frequency, the degree of language standardization and how the decision criteria. Such 

strategy is effective only if the data is formalized and quantifiable such as when dealing with 

quantitative research reports. In another words, investment in a vertical information system may 
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not be able to address uncertainty issues if the data are neither qualitative nor formalized, as in 

the case of customer focus group reports. 

Another strategy to increase information processing capability is the creation of lateral 

relationships. A lateral relation refers to the organizational arrangement in which managers work 

with other managers at a similar hierarchal level. Its key features can be characterized by 

interdependence and complexity. Such relationships are based on cooperation and coordination, 

instead of command and control (van der Meer-Kooistra and Scapens 2008). The creation of 

lateral relationships can increase information processing capability. Decision-making authority is 

granted to where the information collects; hence there is no need to have information processing 

pass through the hierarchy down to the decision-making level. In another words, decisions 

making is decentralized. The effectiveness and efficiency of lateral relations rely on the 

frequency of inter-department contacts. The higher the inter-departmental contact frequency is, 

the better support the lateral relations have. Pinto et al. (1991) found that a higher inter- 

departmental contact frequency brought about through closer physical proximity involving the 

frequency and nature of interactions among team members would lead to greater levels of cross- 

functional cooperation. More interaction between members develops trust, which strengthens 

lateral relations. 

Many studies from various academic disciplines like anthropology, sociology and etc. 

have studied trust. Different scholars adopt different approaches and with different methods to 

understand trust. Barney and Hansen (1994) viewed trust as the avoidance of a bad outcome in a 

risky and uncertain situation. Bhattacharya, et, al. (1998) studied the important components of 

prior research and came up with a definition of trust as “an expectancy of positive (or 

nonnegative) outcomes that one can receive based on the expected action of another party in an 



 

59 

 

interaction characterized by uncertainty” Bhattacharya, et, al. (1998, p. 462). Indartono and 

Chen (2011) supported the opinions of scholars’ (e.g. Dick and Metcalfe, 2007) seeing that 

tenure and length of service can accommodate higher level of internalization of organizational 

value. As a result, team members are more committed and have higher mutual trust among each 

other. 

Figure 1 shows the concept of the original organizational information processing theory 

developed by Galbraith (1973) indicating the choices of strategy made by organizations 

addressing the level of uncertainty as described above. 

 

Figure 1: Organizational Strategies addressing Task Uncertainty 

 

Stage 2: Media Richness Theory 

 
Galbraith (1973) tried to resolve organizational design problems from a technical 

perspective but neglected the importance of human inference. Zmud (1979) argued that 

Galbraith’s original organizational information processing theory ignores interpersonal 

characteristics that may affect a lateral relationship. 

Daft and Lengel (1986) advanced the original organizational information processing 

theory by introducing the concept of equivocality. Equivocality is defined by Daft and Lengel 

(1986, p.556) as “ambiguity, the existence of multiple and conflicting interpretations about an 
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organizational situation”. Cooper and Wolfe (2005, p.33) summarized the possible reasons for 

equivocality as having to perform “A complex task with cause-effect relationships that are not 

well understood”, and that “A task’s underlying meaning may not be as well understood, 

because its compatibility with the organization’s history and common direction might be open to 

question”. 

Daft and Lengel (1986) argued that uncertainty and equivocality are conceptually 

different. Uncertainty is to be reduced through obtaining appropriate information. Equivocality is 

to be reduced through producing answers that clarify the ambiguity. Media richness theory (Daft 

and Lengel, 1986) states that differences exist in the abilities of communication media to enable 

users to communicate and to change understandings to resolve uncertainty and equivocality. The 

amount of information and richness of the media are the two determining factors affecting the 

information that is needed to lower uncertainty and equivocality respectively. Uncertainty is 

related to the quantity of information and equivocality is about the quality of that information. As 

an example, quantitative reports are regarded as lean media. Lean media helps to reduce 

uncertainty by providing a significant amount of quantitative data, but it may not be able to 

address the issue of equivocality as quantitative data may not reduce ambiguity, and on the 

contrary, sometimes it creates more confusion. Occasional face-to-face meetings are rich media, 

and the small quantity of information they provide helps to reduce equivocality because they 

help to clarify ambiguity, but they do not reduce uncertainty because the quantity of information 

they provide is small. 

Daft and Lengel (1986) further proposed that sources of uncertainty and equivocality are 

affected by how related to technology, relationship between functions and the changing 

environment. Technology is about how the information is collected and interpreted. The 
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technology model developed by Perrow (1967) stated that the two factors affecting how input to 

be transformed into outputs. They are the analyzability of information and task variety. 

Analyzability refers to the cause-effect relationship and task variety is about how frequent the 

unexpected events occur. Different modes of information processing have been proposed by Daft 

and Lengel (1986) to address uncertainty and equivocality depending on the analyzability and 

variety of the task at hand. Similar to the lateral information processing or lateral relations as 

described by Galbraith (1973), interdepartmental relations is another area creating uncertainty 

and equivocality. Scholars (Lawrence & Lorch 1967; Shrivastava & Mitroff 1984) have pointed 

out that different departments have different frames of reference, goals, jargon and functional 

specialization. Such differentiation leads to an increasing level of equivocality (Daft & Lengel, 

1986). When there is a lack of common perspective, interdepartmental communication can be 

complicated and difficult (Allen & Cohen 1969). The greater the differentiation is, the higher the 

equivocality would be. The interdependence between departments has an impact on the level of 

uncertainty as well. Higher interdependence between departments requires an increasing amount 

of information to be processed between departments. Hence, it induces more uncertainty. 

As pointed out by Pinto et al. (1991), closer inter-department relationships lead to better 

interdepartmental coordination through the increased frequency of interactions. Inter- 

departmental coordination is also bound to recognized organizational value (Chen et al, 1998; 

Kirkman & Shapiro, 2000). Chen and Tjosvold (2007) argued that inter-functional coordination 

and collaboration are promoted when cooperative goals are strengthened by values and structures. 

Hence, the important factor that drives inter-functional coordination is the common  

understanding of cooperative goals, which is related to the values that the members hold. 

According to Chen & Tjosvold, “values are a central part of an organization’s culture and 
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emphasize the aspirations of the organization for what it considers ideal” (Chen & Tjosvold, 

 

2007, p. 94). 

 
Daft and Lengel (1984) stated that the third source creating uncertainty and equivocality 

is related to the external environment. Organizations need to develop competitive advantages 

through capturing opportunities and addressing threats. It is therefore necessary for organizations 

to understand the external environment and to develop strategies to respond to the rapidly 

changing external environment. However, many events in the external environment are unclear, 

and this arouses equivocality (Weick 1979). If the cause-effect relationship in the external 

environment is clear and analyzable, the equivocality is low. Another source of uncertainty and 

equivocality due to external environment is the intrusiveness of firms seeking external 

environment information. The intrusiveness of firms seeking external information may induce 

more equivocality (Daft & Lengel 1984). 

In summary, the media richness theory developed by Daft and Lengel (1984) points out 

that the objective of organizational information processing is to reduce uncertainty and 

equivocality. Uncertainty can be resolved by an ample amount of information and equivocality is 

to be addressed by having information of the appropriate quality. In addition, media richness 

determines the quantity and quality of the information. The three critical factors affecting the 

uncertainty and equivocality are technology, inter-functional relationships and the external 

environment due to the task’s analyzability and variety; interdependence and differentiation 

between departments; and the cause-effect relationship between external events and 

organizational intrusiveness respectively. (see Figure 2) 
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Figure 2: Summary of the Media Richness Theory 

 

 
Stage 3: Media Processing Information Theory 

 
Daft and Lengel (1986) advanced the original organizational information processing 

theory by introducing the concept of media choice to address uncertainty and equivocality. They 

presume that managers choose media, depending on its richness, to address uncertainty and 

equivocality in information processing. However, Daft and Lengel (1986) did not consider the 

impact of the socio-technical interaction effect and the group effect in their media richness 

theory. Lee (1994) and Markus (1994) argued that managers’ media choices regarding 

information processing are not related to media richness but to how groups engage in improving 

relational communication. They further proposed that choice of media is related to the amount of 

social information exchanged between people. 

The media processing information theory developed by Burke et al. (2001) states that the two 

determining factors affecting communication effectiveness are cohesion and process satisfaction. 

Cohesion refers to the joint force making individuals stick together due to the interpersonal 

attraction between group members and their attraction to the group (McGrath, 1984). Group 
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cohesion increases when members that their individual goal and the group’s common goal are 

inter-related. Group cohesion can also be strengthened when there is similar opinion among 

members. Group process satisfaction level is affected by members’ perception of how they 

contribute and participate (Witteman, 1991). Hence, effective communication enriches process 

satisfaction. The factors in evolved in group process satisfaction may change over time and such 

satisfaction determines how the process is perceived. The availability of opportunities to have 

interaction and the level of information exchange affect group cohesion and process satisfaction. 

Media effectiveness is dynamic and it improves over time due to the effect of process  

satisfaction (Burke et al., 2001). Figure 3 illustrates the advanced organizational information 

processing model. 

 

Figure 3: A revised version of Organizational Processing Model (based on Burke et al. 2001; 

Cooper and Wolfe 2005; Galbraith 1973, 1974; Lengel and Daft 1985) 

 
 

3.1.1 Organizational Culture: an Information Processing Perspective 

 
O’Neill et al. (2001) regarded organizational culture and structure as a mechanism related 

to how information is processed within an organization. It is also a mechanism to provide 
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behavioral guidelines to staff. As staff behavior plays a critical role in interdepartmental 

relationships and interdepartmental relationships affect uncertainty and equivocality according to 

the organizational information processing theory, organizational culture and structure are the two 

determining factors of organization information processing capability. 

Organizational culture was transferred from the concept of culture that was rooted in 

anthropology (Kluckhohn 1951) in the early 80s. Organizational culture is defined by Deshpandé, 

Farley, and Webster (1989, p.4) as “the pattern of shared values and beliefs that help individuals 

understand organizational functioning and that provide norms for behavior in the organization”. 

Some scholars view organizational culture as the mechanism directing employee behavior 

(Pfeffer, 1981; Schein, 1985; Weick, 1987; Denison, 1990). Staffs solve problems and interpret 

information within the framework and reference provided by the organizational culture. 

Organizational culture also establishes standard mechanisms dependable on how staff making 

decision and handling challenges (Krefting & Frost, 1985). 

Organizational culture affects organizational outcomes, organizational structure and 

processes (Deshpandé, Farley, and Webster’s 1993; Hatch 1993; Quinn and Rohrbaugh 1983). In 

addition, Moorman (1995) described the presence of informational processes in an organization 

as being a function of organizational culture. He suggested that organizational culture plays a 

vital role that affects the firms’ emphasis on different organizational market information 

processes. 

Organizational information processing model (Daft & Lengel, 1986) characterizes the 

similarity of how employee sharing and interpreting information when making decisions and 

solving problems. Such similarity and shared interpretation of information helps to resolve 

conflicts and dissimilarity. Schein (1985) referred organizational culture as a mechanism for 
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coping with problem solving through adapting changing environment and coordinating internal 

eforts. He perceived organizational culture to be a consensual construct that helps employees 

make similar decision and act upon. Hence, organizational culture can help addressing 

equivocality that occurs due to sharing, processing and evaluating similar information. Another 

variable affecting the effectiveness of the organizational information process relates to 

organizational structure, which is similar to what is described in the original organizational 

information processing theory developed by Galbraith (1973). However, task simplicity and 

geographical dispersion are the key factors determining the effectiveness of the reduction of 

uncertainty and equivocality. It can be addressed by organizational design and organizational 

culture. Organizational structure and culture are the two effective vehicles to reduce uncertainty 

and equivocality (O’Neill et al. ,2001). 

 

Figure 4: Organizational structure and culture as an Information Processing Mechanism 
 
 

3.1.2 The Conceptual Development from Organizational Information Processing Theory 

 
Galbraith’s original organizational information theory (1973) considers  organizations  as 

 

structures that process information to achieve business success. It adopts a mechanistic approach, 
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focusing on the amount of information to be processed as the key determinant of how 

organizations address uncertainty. Organizations can manage the rapid increase in the amount of 

information present due to uncertainty by lowering the quantity of information to be processed 

or/and strengthening the capacity to process said information. One of the strategies suggested by 

Galbraith (1973) is to increase information processing capability by creating lateral relationships 

in which trust plays an important role. Trust can be built through members having longer 

working relationships with fellow members as they will then have a better understanding of 

organizational value (Indartono and Chen, 2011; Dick and Metcalfe, 2007). 

Daft and Lengel (1986) took further steps, advancing organizational information 

processing theory by introducing equivocality as a challenge that organizations face when 

processing information. The choice of media richness provides solutions to the problem of 

enhancing information processing effectiveness. Daft and Lengel (1986) emphasized the 

importance of departments working together to overcome the challenge of differentiation 

between departments, enhancing information processing capability. 

Burke et al. (2001) further explained the importance of socio-technical interaction and 

group effect in the organizational information processing model. Due to the correlation effect 

between process satisfaction and cohesion, the richness of media is not as important as media 

effectiveness, which can be improved overtime. The longer the group works together, the 

stronger their process satisfaction and cohesion will get. O’Neill et al. (2001) saw that 

organizational culture and organizational structure are critical factors in the reduction of 

uncertainty and equivocality. 

It has come to my attention that team communication effectiveness plays a critical role in 

information process within an organization. The critical variables that affect information 
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processing to achieve the two main objectives, namely uncertainty and equivocality, are 

organizational culture, inter-functional coordination and the social interaction of the group or 

subunit. 

Based on the above observation, I suggest a conceptual framework for trying to seek how 

and why the culture of an organization can lead it to better business outcomes. More specifically, 

my model suggests that inter-functional coordination mediates the effect of customer orientation 

being the organizational culture (Deshpandé, Farley, and Webster’s 1993) leading to outstanding 

organizational performance, presented in this research study as success in marketing new 

products. The two moderators in the framework are new product development strategy, which 

affects the level of staff participation, and shared team tenure, which reflects the effect of group 

social interaction among team members. 
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3.2 The Research Model 

 

This study research model is rooted in the organizational information processing theory. 

According to organizational information processing theory (Daft & Lengel 1986), 

customer orientation as organizational culture helps to reduce uncertainty and equivocality. 

Such culture helps creating the common organizational goals guiding staff behaviors to gather, 

spread and use customer intelligence aiming to deliver superior customer value (Shapiro, 

1988; Kohli and Jaworski, 1990; Ruekert, 1992). Inter-functional coordination refers to such 

behavior and acts as the facilitator in organizational information processes (Im and Workman, 

2004). It strengthens the lateral relationship reducing barriers in communication between 

functions (Daft and Lengel , 1986). Hence, it should have positive influence acting as 

mediator on the relationship between customer orientation and organizational performance. 

Further, it is expected that inter-functional coordination has full mediation effect on the 

relationship between customer orientation and success in marketing new products. It is 

because that the two barriers interrupting the effectiveness and efficiency of information 

processing namely uncertainty and equivocality can only be addressed through inter- 

functional coordination which can address the differentiation related to different frames of 

reference, goals and functional specialties (Lawrence & Lorch 1967; Shrivastava & Mitroff 

1984). In another words, inter-functional coordination is a necessary condition to ensure 

information processing is effective and efficient which would lead to superior organizational 

performance. Without inter-functional coordination, customer orientation as the culture may 

not lead to outstanding business performance. Hence, it is expected that inter-functional 

coordination has a full mediation effect on the relationship between customer orientation and 

success in marketing new products. 
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Since employee participations relate their perception of contributing to project or 

organizational common goal (Kanter, 1977), it would moderate the relationship between 

customer orientation and inter-functional coordination. In this study, the new product 

development strategy of joint venture operations reflects the staff participation level. Hence, it 

is logical to assume new product development strategy moderate the intensity of customer 

orientation on inter-functional coordination. 

Moreover, when Daft and Lengal (1986) argued that the relationship between inter- 

functional coordination and success in marketing new products is likely to be moderated by 

the information processing efficiency and effectiveness which is affected by lateral relations 

and trust between departments. As shared team tenure is directly related to trust (Ling et al., 

2015; Indartono and Chen, 2011; Bechtoldt, De Dreu and Nijstad, 2010; Koopmann et al., 

2016), it is logical to believe that shared team tenure, a reflection of trust level, moderate the 

relationship between inter-functional coordination and success in marketing new products. 

The following diagram shows the research model of the study: 

 

 

 

 

 

 

 

 

 

 

 

 

 

 
 

Figure 5: The Research Model 
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The proposed hypotheses are 

 
H1: Customer orientation is positively associated with inter-functional coordination. 

 
H2: Inter-functional coordination is positively associated with success in marketing new 

products. 

H3: Inter-functional coordination mediates the relationship between customer orientation and 

success in marketing new products. 

H4: New product development strategy has moderating effect on the relationship between 

customer orientation and inter-functional coordination. The linkage is weaker when adopting an 

import-oriented strategy rather than a local-oriented strategy. 

H5: Shared team tenure moderates the relationship between inter-functional coordination and 

success in marketing new products, such that the positive relationship is stronger when shared 

team tenure is long rather than short. 
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3.3 Customer Orientation and Inter-Functional Coordination 

 
Organizational information processing theory (Daft & Lengel 1986) stated that the creation 

of lateral relationships can increase information processing capability. Such relationships are 

based on cooperation and coordination, instead of command and control (van der Meer-Kooistra 

and Scapens 2008). Daft and Lengel (1986) also emphasized the importance of customer 

orientation being the organizational culture guiding the staff aiming to achieve the common goal 

of providing superior value to customers. In another words, customer orientation build 

organizational value leading to employee behavior working together towards the common goal. 

Chen and Tjosvold’s (2007) theory, also support the concept that team members’ perceptions 

of common goals provide diverse-functional teams with a better guide to exchanging, combining 

and channeling tacit and explicit knowledge, and to resolve issues for their mutual benefit, 

because they seek help from each other while trying to attain their mutual goals (e.g., Chen, 

Tjosovold & Liu, 2006), thereby achieving better inter-functional coordination. When team 

members understand that their own goals align with those of others, they are more willing to put 

aside departmental or functional differentiation and focus on achieving the common goal as the 

top priority (Chen and Tjosvold, 2007; Lewicki, McAllister, and Bies, 1998) and are more eager 

to cooperate with others. Based on this logic, I posit that customer orientation – as a common 

goal guiding team members to work together in satisfying customers’ needs and to resolve task 

conflicts – is likely to drive better inter-functional coordination. When team members have a 

level of high customer orientation, they pay more attention to satisfying customers’ needs, 

thereby motivating members to coordinate better in achieving the values shared among the 

members. Thus, I predict: 

H1: Customer orientation is positively associated with on inter-functional coordination. 
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3.4 Inter-functional Coordination and Success in Marketing New Products 

 
Daft and Lengel (1986) proposed that inter-functional coordination is critical in information 

processing effectiveness and efficiency because it address the issue of equivocality by resolving 

the functional differentiation which is related to differences in goals and frames of reference. 

New product success relies on the efficiency and effectiveness of how customer information is 

being processed within organization (Burns & Stalker, 1961; Tatikonda & Rosenthal, 2000). 

Hence, it is logical to presume that inter-functional coordination has positive effect on success in 

marketing new products. 

Further, Burns & Stalker (1961) suggested that the new product development process refers 

to the flow of information being processed from one department to another department and its 

success depends on the efficiency and effectiveness of processing that information. In another 

word, the organizational information processing capability contributes to the new product 

development process and its result is reflected in success in marketing new products (Tatikonda 

& Rosenthal, 2000). 

Inter-functional coordination refers to the mechanism that enhances the integration and 

collaboration of multiple functional areas within an organization (Narver and Slater, 1990). Staff 

members are more eager to share resources, particularly with respect to information sharing, 

when there is strong coordination among functions. Inter-functional coordination can strengthen 

communication, coordination, collaboration and cohesiveness between functions (Mengue, 2005). 

Scholars have pointed out that inter-functional coordination enhances organizational information 

processing capabilities (Narver & Slater, 1990; Moenaert et al. 1994). Daft and Lengel (1986) 

proposed that inter-functional coordination is critical in information processing effectiveness and 
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efficiency because it address the issue of equivocality by resolving the functional differentiation 

which is related to differences in goals and frames of reference. 

Since inter-functional coordination can improve communication effectiveness and efficiency, 

which is critical to the new product development process that drives new product success, I 

predict 

H2: Inter-functional coordination is positively associated with success in marketing new 

products. 
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3.5 Mediating Effect of Inter-functional Coordination on the Relationship between 

Customer Orientation and Success in Marketing New Products 

Customer orientation as an organizational culture guide staff behaviors to gather, spread and 

use customer intelligence aiming to deliver superior customer value (Shapiro, 1988; Kohli and 

Jaworski, 1990; Ruekert, 1992). Inter-functional coordination acts as the facilitator in 

organizational information processes (Im and Workman, 2004). It can strengthen the lateral 

relationship reducing barriers disturbing communication between functions (Daft and Lengel , 

1986). Hence, it should have positive influence on the relationship between customer orientation 

and organizational performance 

Deshpandé (1999) referred customer orientation as an organizational culture. Such culture 

reflects the expectation of staff customer-oriented behavior in areas like how customer 

intelligence is gathered and is spread through organization for developing strategies in order to 

provide superior customer value (Shapiro, 1988; Kohli and Jaworski, 1990; Ruekert, 1992). It 

results in outstanding organizational performance particularly related to new product success 

(Cooper and Kleinschmidt, 1995). 

Im and Workman (2004) believed that inter-functional coordination acts as an important 

facilitator in organizational information process flow of gathering and distributing customer 

intelligence. Due to the fact that inter-functional coordination can reduce barriers disturbing 

communication between functions, the efficiency and effectiveness of information sharing within 

organizations are enhanced (Kohli and Jaworski, 1990; Narver and Slater, 1990). 

As customer orientation is the organizational culture, how staffs behave would be guided by 

such corporate value. However, if staffs do not behave when executing the strategies delivering 
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customer value, it is unlikely to have outstanding performance. Such phenomenon can also be 

explained by organizational information processing theory modified by Daft and Lengel (1986). 

They denoted that information processing leads to superior organizational performance and the 

two barriers interrupting the effectiveness and efficiency of information processing are 

uncertainty and equivocality. It is necessary to overcome those two critical barriers in order to 

enhance information processing capabilities leading to superior organizational performance. 

Since different functions have different frames of reference, goals and functional specialties 

(Lawrence & Lorch 1967; Shrivastava & Mitroff 1984), the only way to break down such 

differentiation is to have inter-functional coordination. In another words, inter-functional 

coordination is a necessary condition to ensure information processing is effective and efficient 

which would lead to superior organizational performance. Without inter-functional coordination, 

customer orientation as the culture may not lead to outstanding business performance. Hence, it 

is expected that inter-functional coordination has a full mediation effect on the relationship 

between customer orientation and success in marketing new products. 

H3: Inter-functional coordination mediates the relationship between Customer Orientation and 

Success in Marketing New Products 
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3.6 Moderating Effect of New Product Development Strategy on the Relationship between 

Customer Orientation and Inter-functional Coordination 

As proposed in H2, customer orientation refers to organizational culture driving the team’s 

common effort to overcome functional differentiation and barriers. Such a customer orientation 

culture of having the common goal of being focused on satisfying customer needs strengthens 

inter-functional coordination. The relationship between customer orientation and inter-functional 

coordination can be moderated depending on the level of the staff’s common goal perception. 

When the staff has a stronger perception of the common goal, the relationship between customer 

orientation and inter-functional coordination is positively strengthened. However, the staff’s 

perception of the common goal is directly related to the staff’s level of participation in ways to 

achieve that goal. 

Kanter (1977) proposed that increasing employee participation enhances the staff’s perceived 

control. With more staff participation, the staff feels in control of its environment; hence they 

have a stronger feeling of being part of the team working to achieve the common goal. Staff 

members who are more involved in the project would have a stronger perception of having a 

common goal because they have a better understanding of why and what they need to achieve for 

the company and they are more ready to put their effort into acting on it. The staff is likely to 

have a stronger perception of a common goal when they have a higher level of participation. 

In this study, different new product development strategies have different implications for the 

level of staff participation. Models developed under a local-oriented new product development 

strategy require the highest level of staff participation because the new product has to be 

“invented” based on the local customers’ needs. On the other hand, project team members 

working on import-oriented new product development strategy have the lowest level of 
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participation as they just need to follow the headquarters directions, making the least 

modification to the original imported prototype. Since the level of staff participation affects the 

perception of the common goal, it is logical to believe that teams adopting the local-oriented new 

product development strategy will have a stronger perception of the common goal than those 

involved in the import-oriented strategy. 

Since the staff participation level has a positive effect on the staff’s perception of a 

common goal and the relationship between customer orientation and inter-functional 

coordination, and success in marketing new products is to be moderated depending on the staff’s 

perception of the common goal, I propose that the new product development strategy (in this 

study) which has an effect on the staff participation level, may have a moderating effect on the 

relationship between customer orientation and inter-functional coordination. Specifically, a 

team’s adopting a local-oriented new product development strategy with higher staff 

participation levels will strengthen the relationship between customer orientation and inter- 

functional coordination. As a new product development strategy in this study represents a 

different level of staff participation, I predict 

H4: New product development strategy has moderating effect on the relationship between 

customer orientation and inter-functional coordination. The linkage is weaker when adopting an 

import-oriented strategy rather than a local-oriented strategy. 
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3.7 Moderating Effect of Shared Team Tenure on the Relationship between Inter- 

functional Coordination and Success in Marketing New Products. 

As proposed in H3, inter-functional coordination enables information to be processed 

efficiently and effectively, thereby leading to success in marketing new products because of 

better coordination (Narver & Slater, 1990; Moenaert et al. 1994). Similarly, per organizational 

information processing theory (Daft and Lengel, 1986), trust and lateral relations are critical 

factors affecting the effectiveness and efficiency of organizational information processing. In 

other words, the relationship between inter-functional coordination and success in marketing new 

products is to be moderated depending on information processing efficiency and effectiveness. 

When the effectiveness and efficiency of information processing is enhanced, the positive 

relationship between inter-functional coordination and success in marketing new products is 

strengthened. However, information efficiency and effectiveness are directly related to trust. 

According to Bechtoldt, De Dreu and Nijstad (2010), stronger trust among team members 

motivates more information sharing, which enhances the efficiency and effectiveness of 

information processing. 

Many scholars (Ling et al., 2015; Indartono and Chen, 2011; Bechtoldt, De Dreu and Nijstad, 

2010; Koopmann et al., 2016) believed that the level of trust among team members is affected by 

shared team tenure because a longer period of shared team tenure results in a higher level of the 

internalization of organizational value (Indartono and Chen, 2011). Jackson and Smith (1999) 

also suggested that shared team tenure of longer duration builds stronger trust through the 

development of attachment-based attraction among members. Koopmann et al. (2016) proposed 

that shared team tenure has an effect on creating a team psychological safety climate, which is an 

important factor in building trust. 
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As shared team tenure has a positive effect on building trust, which is critical to enhancing 

the information processing capability and the relationship between inter-functional coordination 

and success in marketing new products and is to be moderated depending on information 

processing effectiveness and efficiency, I argue that shared team tenure may have a moderating 

effect on the relationship between inter-functional coordination and success in marketing new 

products. Specifically, teams with a longer period of shared tenure have a greater level of trust 

among their members which strengthens the relationship between inter-functional coordination 

and success in marketing new products. Therefore, I predict that 

H5: Shared team tenure moderates the relationship between inter-functional coordination and 

success in marketing new products, such that the positive relationship is stronger when shared 

team tenure is long rather than short. 
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CHAPTER 4 RESEARCH DESIGN AND METHODOLOGY 

 
4.1 Sample and Data Collection 

 
The research model I developed is based on the literature review. It is important to 

understand whether the model is practical and feasible before conducting a research survey on 

the research model. In order to do so, I had discussions with some senior executives who worked 

in or were industrially related to the China automotive industry. Those senior executives include 

Mr. Patrick Lee, the CEO of Greater China, managing the automotive business at Inchcape PLC, 

Ms. Helen Chow, Marketing Director, Asia Pacific at Goodyear, and Mr. Simon Leung, 

Managing Director and VP, Asia Pacific of the Aftermarket Business Unit, Delphi Technologies, 

responsible for the car parts supplies business for car manufacturers in China. 

The discussions were fruitful. First they concurred that new product success in the China 

automotive industry is critical to company performance, hence this research study has important 

implications for managers. They also believed that a customer oriented culture is a critical 

success factor in new car model launches and that such a culture would help to strengthen inter- 

functional coordination. Furthermore, the new product development strategy adopted by an 

internal joint venture may have an indirect effect on how the new product development team’s 

working mentality, particularly with respect to how they see their importance in the new product 

development project. When discussing the definitions of the variables in the study, they 

emphasized that team tenure should refer to shared team tenure, which is defined as the number 

of years that the team members have spent working together in the same team, as specified by 

Ling et al. (2015). 

Our discussions also touched on how to gather information as well. They suggested randomly 

selecting new car models through the popular automotive web-sites such as ChinaAutoWeb as 
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the starting point. They also recommended the website of Sohu in which there is information on 

car models. In terms of ways to conduct a face-to-face survey, they strongly suggested that I 

recruit MBA students in China to help me conduct the survey, for better effectiveness and 

efficiency. They would help me by providing the contacts of senior executives of car 

manufacturers in China, if needed. 

After my discussions with those senior executives, I then consulted Professor Ji Li, my DBA 

supervisor at that time, on my plan on how to collect data. During our conversation, Professor Li 

mentioned the focal dataset. He and his students have collected information about the China auto 

industry for the period 2015-2017 for potential use in some marketing related research, and it 

covers other aspects such as the regulatory environment which are not related to my study. Those 

data have not been used or analyzed. He suggested that I may use them if I see them as 

appropriate for my research. Professor Li provided me with information about the scope of 

measures and instruments of collection. I reviewed them and found that they are appropriate for 

my research. 

Professor Li and his students collected samples randomly from four popular websites in 

which they could get information of car models that were introduced in China from 2011-15 

through four popular websites (Baidu, Sohu, Fenghuang, and Tengxu) in China. In those 

websites, there are special theme forum with information about car models in China market. 

Information such as ‘customer rating’, ‘customer review’, and ‘buyer praise” or “negative 

comment’ were coded as objective indicators for the success in marketing new products from 

customers’ perspective. As the score on customer rating on the four websites were not consistent, 

Professor Li’s students standardized these four scores for consistency 
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Among 150 randomly selected joint-venture projects, 97 project teams were willing to 

participate. Professor Li and his students conducted face-to-face interviews with all the members 

of the new product development team and data were collected in three stages. Three trained 

interviewers scheduled appointments, presented key informants with the questionnaire, answered 

general questions and collected the completed questionnaire. Each interview lasted an average of 

one hour. 

In order to reduce the threat of common source variance, informants of each new product 

development team were divided into two groups: Group 1 consisted of all the managers and 

engineers of the new product development project team in charge of mainly marketing. They 

provided data about their perceived customer orientation, market uncertainty. Group 2 included 

all the managers and engineers of the new product development project team responsible for 

manufacturing and technical supports. They responded to questions related to inter-functional 

coordination and technological changes. Since all the managers were asked to respond to each 

question related to the variables, the inter-rater reliabilities of the data were tested and they were 

generally high in the ratings for each of the scales, ranging from 0.72 to 0.91. So the average of 

their answered was calculated as the measure of the variables. Further, Professor Li’s students 

adopted a time-lag design when collecting data according to Podsakoff, MacKenzie, Lee, and 

Podsakoffs’ (2003) recommendation.  Professor Li’s students conducted interviews of Group 1  

in 2015 and Group 2 in February 2016. In June 2016, the students’ coded data from websites to 

measure the success in marketing new products from the four popular websites as stated above. 

The students followed the double-translation method ensuring translation accuracy. Professor 

Li’s students then pre-tested the instruments on some MBA students to test the clarity of the 

questionnaires. To reduce informant apprehension, Professor Li’s students assured the 
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informants that there were no correct or incorrect answers. They also promised the interviewee 

that their response is kept confidential to avoid any socially desirable responses. When there 

were major discrepancies in response between interviewees, Professor Li’s students would ask 

whether the interviewees reconsider their responses. 

A total of 50 models were randomly selected in each of the three categories reflecting the 

new product development strategy namely import-oriented strategy, adaptation-oriented strategy 

and local-oriented strategy. The recall time frame was restricted to four years or less to minimize 

the problems associated with retrospective data collection. The number of models based on the 

three new product development strategies, namely import-oriented, adaptation-oriented and 

local-oriented is 32, 40 and 25 respectively. 
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4.2 Measurements 

 
Different ways were used to measure variable. Since there is limitation to obtain objective 

performance measurement due to sensitivity, data were provided by interviewees. Atuahene- 

Gima and Li (2004) has adopted such approach in addressing similar challenges. The five-point 

Likert scales were adopted and the reliability of the measures is shown below. 

Customer Orientation (CO) 

 
Four items from Narver and Slater (1990) were selected to measure customer orientation. 

The focus is to assess whether the joint venture project has put effort to understand their current 

and potential customers’ needs and whether they have leveraged their understanding when they 

develop their strategies. As stated in the above section, managers and engineers in the new 

product development team involved in marketing were asked about their perceptions of customer 

orientation. Those selected questions are related to organizational culture understanding how the 

staffs perceive the importance of customers. For example, the interviewees were asked “We 

regularly meet customers to learn about their current and potential needs for new products.” The 

questions are listed in Appendix A. The reliability alpha of this measurement was 0.890. 

Success in Marketing New Products (SMNP) 

 
Success in marketing new products was obtained from the four websites in China. There are 

forum in the websites for the public to provide ratings and comments about their perceived 

values of the car model. Information in those forums about ‘customer rating’, ‘customer review’, 

and ‘buyer praise” or “negative comment’ were coded and standardized for consistency as 

objective indicators for the success in marketing new products from customers’ perspective. 
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Inter-Functional Coordination (IFC) 

 
Inter-functional coordination was measured based on the three items from Atuahene-Gima 

(2005). Those selected questions are related to how staffs behave working as teams. Example 

includes “Functions such as R&D, marketing, and manufacturing are tightly integrated in cross- 

functional teams in the product development processes.” All the questions are listed in Appendix 

B. The reliability alpha of this measurement was 0.913. 

 
New Product Development Strategy (NPDS) was captured by the extent to which firms 

directly sell imported prototypes in the Chinese market, ranging from 1 = models developed 

originally for the Chinese market (i.e., the local-oriented strategy), 2 = models developed 

overseas and adapted in China with some modifications (i.e., adaptation-oriented strategy), and 3 

= models developed overseas and then sold into China directly (i.e., the import-oriented strategy). 

 
Shared Team Tenure (STT) was measured by the number of overlapping years that team 

members had worked together as a team. 

Control variables. 

 
When testing the hypothesis, the effects of two variables were controlled. They are the firm 

size of the joint venture and the number of joint-venture partners. The firm size was measured by 

the logarithm of number of the firm’s employee number. 

The two environmental uncertainties that may affect the relationship between inter-functional 

coordination and new product development strategies (Yan & Dooley, 2013) were treated as 

control variables. They are the perceived technology uncertainty and perceived market demand 

uncertainty and were measured based on the method described by Atuahene-Gima & Li (2004). 

Example of questions about technology uncertainty and market demand uncertainty is “The 
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technology in our industry was changing quite rapidly” and “Customer demand and product 

preferences changed quite rapidly” respectively. All the questions are listed in Appendix C and 

D respectively. The reliability alphas of technology uncertainty and demand uncertainty are 

0.731 and 0.741 respectively. 

Other controlled variables included the location and the cultural similarity of the joint 

venture project. They are assigned a code as shown below. 

 

Code 1 0 

Location East Coast In-land Province 

Cultural Similarity East Asia Western 
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4.3 Analytic Approach 

 
The hypotheses were tested by adopting an approach that is consistent with past research (e.g. 

Cole et al., 2008; Ambrose et al., 2013). Prior to the creation of the interaction terms, all the 

independent variables, control variables and moderator variables were mean-centered to reduce 

the potential for multicollinearity (Aiken et al., 1991). To further test multicollinearity, an 

examination of the variance inflation factors associated with each regression coefficient was 

conducted. Their values ranged from 1.03 to 2.08, suggesting there were no serious problems 

with multicollinearity. 

Having to minimize common method bias, I performed Harman’s single factor test to 

look for additional traces of common method bias. The first factor only explained 32.34% of the 

variance, far below the 50% threshold (Podsakoff, et al., 2003). This suggested that common 

method variance was not likely to bias our data. 

I tested the regression of outcome variables using their mean-centered values on their 

corresponding predictors. They are customer orientation regressed on inter-functional 

coordination and inter-functional coordination on success in marketing new products. In order to 

test the mediation effect of inter-functional coordination on the relationship between customer 

orientation and success in marketing new products, I adopted the latest SPSS Process macro 

Model 4, designed by Hayes (2013). 

The overall moderated mediation hypothesis was tested by adopting the latest SPSS 

Process macro Model 21 designed by Hayes (2013). This approach facilitates the comprehensive 

estimation of indirect effects, combining the normal theory approach, i.e., the Sobel test (Sobel, 

1982), with the bootstrap approach to obtain confidence intervals (MacKinnon et al., 2004). In 
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addition, it also incorporates the stepwise procedure (Baron and Kenny, 1986). Therefore, I 

considered it appropriate for testing my hypotheses. 

In assessing the significance of conditional indirect effects, I adopted the approach 

suggested by Preacher et al. (2007) and Hayes (2013). To test the magnitude of the independent 

variable’s indirect effect on the dependent variable at a range of moderator values, i.e., at the 

mean and one standard deviation above and below the mean, I applied normal theory tests. 

Finally, I used the bootstrap method to generate confidence intervals for the magnitude of the 

indirect effects and to evaluate significance through those intervals. All of these approaches 

together allowed me to test the moderated mediation model. 

Finally, I did not adopt structural equation method because my research model does not  

have a structural relationship and all of the variables are observed variables. Further, SPSS 

Process macro designed by Hayes (2013) serves the same purpose of structural equation model for 

my research model which is entirely based on observed variables (Hayes, Montoya & Rockwood, 

2017). Hence SPSS Process was used to test the mediation and moderated mediation hypothesis. 
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CHAPTER 5 RESEARCH RESULTS 

 
5.1 Descriptive Statistics of the data 

 
The descriptive statistics of the data is shown in Table 1. Some significant correlation may 

worth discussion. For instance, there is significant negative correlation between cultural 

similarity and firm size (-0.33**). Larger firms’ culture is more Western than East Asian. It may 

be because large Sino-overseas joint venture has higher partnership share of western automobile 

companies. Hence, their culture is more Western than East Asian. 

Cultural similarity is also positively correlated to inter-functional coordination (0.39**). 

Sino-overseas joint venture of East Asian culture has higher inter-functional coordination. It may 

be due to the fact that East Asian company culture value team work more than Western one. 

Further, there is also positive significant correlation between location and technology change 

(0.28**). Such correlation can be interpreted that technology is more important in automobile 

industry perceived by Sino-joint ventures in eastern coast than those in inland China. It may be 

because there is more severe competition in east coast than in inland China. One of the way to 

create competitive advantage is to be positioned as technological advance. 
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Table 1. Descriptive Statistics and Correlations 

 

Variables Mean S.D. 1 2 3 4 5 6 7 8 9 10 11 

1.Location 0.52 0.50 1           

2.Firm size
*
 4.37 0.33 -0.11 1 

         

3.No. of Partners 2.33 0.47 0.02 -0.08 1 
        

4.Culturally similar 0.58 0.50 0.30** -0.33** 0.02 1 
       

5.Tech. Change 4.01 0.51 0.28** -0.18 0.05 0.63** 1 
      

6.Taste Change 3.70 0.83 -0.02 -0.17 0.01 0.04 0.06 1 
     

7.CO 3.76 0.68 0.03 -0.24* 0.04 0.25* 0.06 -0.18 1 
    

8.NPDS 1.93 0.77 0.07 0.00 0.15 0.06 0.16 0.01 -0.05 1 
   

9.IFC 3.39 0.83 0.19 -0.18 0.06 0.39** 0.21* -0.07 0.45** 0.21* 1 
  

10.STT 3.41 0.88 0.20 -0.23* 0.09 0.31** 0.18 0.10 0.41** 0.14 0.65** 1 
 

11.SMNP 3.72 0.31 0.19 -0.55 0.06 0.21* 0.12 -0.10 0.33** 0.22* 0.76** 0.56** 1 

Note: 0.1 > p , 0.05 >
*
 p, 0.01 >

**
 p. N = 97           



92 

 

 

5.2 The Simple-Mediation Model 

 
Table 2 support H1, H2 and H3. The data therein support H1 by showing a positive 

relationship between customer orientation (CO) and inter-functional coordination (IFC) (B = 

0.46, t = 3.90, p < 0.01). The results also provide evidence in support of H2 (B = 0.30, t = 0.79, 

p < 0.01), which predicts a positive relationship between inter-functional coordination (IFC) and 

success in marketing new products (SMNP). 

Though the data also supports there is a positive relationship between customer orientation 

(CO) and success in marketing new products (SMNP) (B = 0.14, t = 2.90, p < 0.01), the impact 

of such relationship becomes insignificant when inter-functional coordination (IFC) is placed as 

the mediator (B = 0.02, t = 0.06, p =0.95). In another words, inter-functional coordination (IFC) 

has full mediation on the relationship between customer orientation (CO) and success in 

marketing new products (SMNP). 

Using PROCESS macro (Model 4), I found support for the mediating relationship, with 

bootstrapped 95% confidence intervals around the mediating effect not containing zero [0.06, 

021]. Thus, H4 is supported. 
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Table 2. Regression Results for Simple Mediation 
 
 

Variable B SE t p 

 

 
SMNP regressed on CO 

 

 
0.14 

 

 
0.05 

 

 
2.90 

 

 
0.005 

 

IFC regressed on CO 
 

0.46 
 

0.12 
 

3.90 
 

0.000 

SMNP regressed on IFC 0.30 0.03 0.79 0.000 

 
SMNP regressed on CO, controlling for IFC 

 
0.02 

 
0.04 

 
0.06 

 
0.950 

Note: N = 97     

 
PROCESS Model 4: Testing Indirect Effect 

Indirect Effect of CO on SMNP: 

    

 

 
 

 Effect Boot SE Boot LLCI Boot ULCI 

Mediator: IFC 0.14 0.040 0.059 0.214 
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5.3 The Moderating Effect of New Product Development Strategy on the Relationship of 

Customer Orientation and Inter-functional Coordination 

The data in Table 3 show a significant interactive effect between customer orientation (CO) 

and new product development strategy (NPD) (B = -0.39, p =0.006 < 0.01), which supports H4’s 

prediction that new product development strategy (NPD) would have a moderating effect on the 

relationship between customer orientation (CO) and inter-functional coordination (IFC). 

Figure 6 shows the moderating effect of new product development strategy (NPDS) between 

customer orientation (CO) and inter-functional coordination (IFC). This positive effect is 

strengthened when local-oriented strategy rather than an import-oriented strategy is adopted. 

 

 
Figure 6: The Moderating Effect of NPDS on the Relationship between CO and IFC 
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5.4 The Moderating Effect of Shared Team Tenure on the Relationship of Inter-functional 

Coordination and Success in Marketing New Products 

The data in Table 3 also show there is a significant interactive effect between inter- 

functional coordination (IFC) and shared team tenure (STT) (B = -0.08, p =0.015 < 0.05), which 

supports H5’s prediction that shared team tenure (STT) has a moderating effect on the 

relationship between inter-functional coordination (IFC) and success in marketing new products 

(SMNP). 

However, Figure 7 shows this moderating effect becomes stronger when the moderator, the 

period of shared team tenure (STT), moves from being short to long, instead of what I predicted 

which was from long to short. This may be because team members having a longer period of 

shared tenure would develop a “group think” (Ling et al. 2015) and they become more inward 

focused (Katz, 1982; Smith et al., 1994). Such behavior may have a negative effect on 

communication effectiveness. 

 

Figure 7: The Moderating Effect of TT on the Relationship between IFC and SMNP 



96 

 

 

5.5 The Moderated Mediating Effect of NPDS on CO and IFC; and STT on IFC and SMNP 

 
I tested the overall moderated-mediation effect as suggested in H4 and H5. It was found that 

the index of the moderated mediation is positive and significant (Indirect Effect = 0.03, 95% CI 

= [-0.03, 0.84]). 

 
Index of moderated-moderated mediation: 

 
Index BootSE BootLLCI BootULCI 
0.032 0.023 -0.03 0.084 
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Table 3. Regression Results for Estimated Coefficients of the Moderated Mediation Model 
 
 

(A) Dependent Variable: IFC  

Predictor B SE t p 

Constant -1.36 1.75 -0.78 0.437 

CO 1.25 0.30 4.20 0.000 

NPDS 1.71 0.54 3.19 0.002 

CO * NPDS -0.39 0.14 -2.80 0.006 

Location 0.26 0.15 1.70 0.095 

Firm size
*
 -0.03 0.23 -0.11 0.913 

Number of partners 0.13 0.15 0.09 0.933 

Culturally similar 0.45 0.20 2.32 0.023 

Technology change -0.19 0.19 -1.04 0.303 

Taste change 0.01 0.09 0.08 0.935 

R
2
 = 0.391; N = 97 

 
 

(B) Dependent Variable: SMNP  

Predictor B SE t P 

Constant 1.65 0.53 3.09 0.003 

CO -0.01 0.36 -0.34 0.735 

IFC 0.56 0.12 4.61 0.000 

STT 0.26 0.09 2.83 0.006 

STT * IFC -0.08 0.03 -2.49 0.015 

Location -0.02 0.04 0.53 0.599 

Firm size
*
 -0.07 0.07 1.04 0.300 

Number of partners 0.01 0.04 0.15 0.878 

Culturally similar -0.04 0.06 -0.73 0.469 

Technology change 0.04 0.05 0.07 0.940 

Taste change -0.03 0.03 -0.13 0.898 

R
2
 = 0.636; N = 97 
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CHAPTER 6 DISCUSSIONS 

 
This study aims to better understand why and how customer orientation drives better  

business performance. Prior studies considered that customer orientation is a crucial 

organizational culture that drives information processing effectiveness and efficiency in 

responding to customers’ needs (Narver & Slater 1990, Homburg & Pflesser 2000, Deshpandé, 

Farley & Webster 1993) but without explaining how information is being processed within teams, 

how it is driven by customer orientation, and its effect on business performance. As one of the 

aspects of customer orientation relates to how information is processed within the organization, I 

adopted the organizational information processing theory (Daft & Lengel, 1986; Burke et al., 

2001) to understand the critical effect of the role a team plays in influencing how customer 

orientation communicates information that affects business performance. 

The results of this study support Hypothesis 1 by showing a positive relationship between 

customer orientation and inter-functional coordination. Customer orientation can help creating 

staff perceptions of common goals that are focused on satisfying customers’ needs. According to 

the theory of cooperation and competition (Chen and Tjosvold’s 2007), staff perceptions of 

common goals help to resolve issues for their mutual benefit. They are more willing to corporate 

with each other and put aside the functional differentiation. That explains why customer 

orientation is positively associated with inter-functional coordination. 

Regarding Hypothesis 2, this study provides evidence predicting a positive relationship 

between inter-functional coordination and success in marketing new products. Success in 

marketing new products depends on organizational information processing efficiency and 

effectiveness (Tatikonda & Rosenthal, 2000). As inter-functional coordination is the mechanism 

that enhances the integration and collaboration of multiple functional areas within an 
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organization (Narver and Slater, 1990), it can strengthen communication, coordination, 

collaboration and cohesiveness between functions (Mengue, 2005). As a result, inter-functional 

coordination is positively associated with success in marketing new products. 

H3 is also supported. It is found that inter-functional coordination is a full mediation in the 

relationship between customer orientation and success in marketing new products. It is in line 

with the logic adopted when developing H3, which is customer orientation is the organizational 

culture leading to staff behaviors and it would result in superior organizational performance. 

Without the staff behavior executing the strategies delivering customer value, it is unlikely to 

have outstanding performance. Such phenomenon may also be explained by organizational 

information processing theory modified by Daft and Lengel (1986). They denoted that 

information processing leads to superior organizational performance and the two barriers 

interrupting the effectiveness and efficiency of information processing are uncertainty and 

equivocality. Since different functions have different frames of reference, goals and functional 

specialties (Lawrence & Lorch 1967; Shrivastava & Mitroff 1984), the only way to break down 

such differentiation is to have inter-functional coordination. In another words, inter-functional 

coordination is a necessary condition to ensure information processing is effective and efficient 

which would lead to superior organizational performance. In another word, without inter- 

functional coordination, customer orientation as the culture may not lead to outstanding business 

performance. 

Regarding Hypothesis 4, it is found that new product development strategy has a moderating 

effect on the relationship between customer orientation and inter-functional coordination. 

Specifically, having a local-oriented rather than an import-oriented new product development 

strategy strengthens the positive linkage between customer orientation and inter-functional 
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coordination. The new product development strategy in this study reflects the staff participation 

level. The local-oriented new product development strategy involves the highest level of staff 

participation and it embodies a stronger perception of a common goal, which is a critical factor 

driving inter-functional coordination (Chen and Tjosvold’s 2007). Thus Hypothesis 5 is 

supported. 

Regarding Hypothesis 5, the study data shows that shared team tenure has a moderating 

effect on the relationship between inter-functional coordination and success in marketing new 

products, yet it does not support Hypothesis 5. I predicted that longer shared team tenure 

strengthens the positive relationship between inter-functional coordination and success in 

marketing new products. However, the study data shows the opposite. The data found that 

shorter shared team tenure instead of longer tenure strengthens the positive relationship between 

inter-functional coordination and success in marketing new products. It may be because team 

members with longer shared team tenure are not willing to share different opinions or engage in 

as little information sharing as possible in order to avoid conflicts and to secure their team- 

member social relationship. As a result, teams with long shared tenure may suffer from 

communication effectiveness with external parties (Katz, 1982; Leenders, Engelen & Kratzer, 

2003) leading to lack of creativity, both of which are particularly important to new product 

development project. Another reason for such result is that there might be a greater need for 

inter-functional coordination to have a better success in marketing new products when there is a 

short shared tenure of the inter-functional team members. It may be because that members of 

shorter shared tenure are more eager to work closely within the team through closer inter- 

functional coordination to achieve the common team goal, which is success in marketing new 

products in this study. 
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6.1 Theoretical Contributions 

 
The findings of this study have important implications for academic research regarding the 

different perspectives of customer orientation, the relationship between customer orientation and 

inter-functional coordination, the moderated mediating role of new product development strategy 

and shared team tenure and how they contribute to business performance. 

Increasing our understanding of Customer Orientation: 

 
This research explains the effect of customer orientation being a crucial  organizational 

culture of shared common goals on team interaction relating to communication. The shared 

organizational values and common goals strengthen inter-functional coordination  which 

enhances communication effectiveness by addressing functional differentiation. Previous studies 

did not consider the role of teams in explaining why customer orientation leads to innovation 

which contributes to positive business outcomes (Atuahene-Gima Kwaku, 1996; Kirca, 

Jayachandran & Bearden, 2005; Hurley and Hult, 1998). My study offers a possible explanation 

for this relationship; that is, how customer orientation leads to innovation. Differing from the 

perspective taken by other studies that inter-functional coordination leads to customer orientation; 

this study shows the reverse of that effect in that it finds that customer orientation drives inter- 

functional coordination. This is because customer orientation refers to organizational culture 

focusing on a common goal: serving the customer; and this common goal becomes the core 

foundation of inter-functional coordination (Chen and Tjosvoid, 2007). Inter-functional 

coordination motivates sharing resources such as information between functions (Narver and 

Slater, 1990). Willingness to share resources is critical to enhancing an organizational learning 

atmosphere and innovation (Hurley and Hult, 1998). Hence, customer orientation strengthens 

inter-functional coordination which in turn motivates innovation and a learning atmosphere, 
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resulting in business performance. This study illustrates how inter-functional coordination is the 

mediator between the relationship of customer orientation and business performance. It opens a 

new horizon explaining what previous studies have missed: why and how customer orientation 

leads to business performance. 

The Relationship between Customer Orientation and Inter-functional Coordination: 

 

This study offers a perspective of the relationship between customer orientation and inter- 

functional coordination that differs from those of scholars like Narver and Slater (1990). Narver 

and Slate (1990) proposed that the three behavioral components driving organizations long-term 

profits are customer orientation, inter-functional coordination and competitor orientation. Later, 

scholars like Deshpandé (1999) stated that customer orientation can be conceptualized as 

organizational culture. Nevertheless, there has been lack of study and understanding of how 

customer orientation and inter-functional coordination interact. The results of this study confirm 

that customer orientation is the antecedent of inter-functional coordination. The rationale of such 

a relationship is based on the concept developed by Chen and Tjosvold (2007). They proposed 

that better inter-functional coordination is driven by the staff’s perception of common goals that 

are related to the organization’s shared values. Since customer orientation refers to 

organizational culture, which denotes the organizational goals and shared value, it is logical to 

conclude that customer orientation strengthens inter-functional coordination. 

Understand the Role of different New Product Development Strategy in relationship with Staff 

Motivation: 

New product success is always related to new product development strategy. New product 

development strategy refers to task requirements involving product concepts and project scope 

(Cusumano and Nobeoka, 1992). Although Cusumano and Nobeoka (1992) have incorporated 
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internal resources such as structure, processes and culture in their product development model, 

they have neglected the importance of staff participation. The results of this research show that 

the level of staff participation is a critical factor in moderating the magnitude of inter-functional 

coordination. A higher level of staff participation has a positive effect on strengthening inter- 

functional coordination, which is a crucial factor contributing to business results. In view of this, 

any new product development strategy may need to consider the staff participation level as a 

crucial factor driving business performance. Furthermore, it may be interesting to develop an 

understanding of the differences in the criticalness of staff participation in the four stages of 

product development: concept study, product planning, product engineering and process 

engineering (Clark and Fujimoto, 1989). 

Understanding the moderating effect of Shared Team Tenure on the relationship between 

Inter-functional Coordination and Business Results 

There are arguments between scholars about whether shared team tenure has indirect effect 

on business results. Some scholars suggesting that longer shared team tenure enhance the trust 

among team members and they do not need to spend much time to clarify their task goals and 

role ambiguity (Ling et al., 2015; Indartono and Chen, 2011; Bechtoldt, De Dreu and Nijstad, 

2010; Koopmann et al., 2016).. Others like Katz (1982), Leenders, Engelen, and Kratzer (2003) 

believe that there is a curvilinear effect of shared team tenure related to business performance 

because teams with long shared tenure may become inward focused creating constraint to open 

communication 

The results of this study show shorter shared team tenure strengthens the positive linkage 

between inter-functional coordination and success in marketing new products. I interpret the 

result as longer shared team tenure may strengthen the linkage between inter-functional 
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coordination and business outcomes if the team works on projects in which creativity does not 

play a vital role. However, our study is about new product success. Longer shared team tenure 

team may not be willing to share different opinions or engage in order to protect their emotional 

relationship among members. Such team member behaviour hurts team creativity which is 

particular important to new product development projects. As such, shared team tenure 

contribution to business success may be affected by the type of team goals. Contribution of 

shared team tenure to business success may vary depending on the team project goals. It may 

have higher contribution in projects require less creativity and vice versa. 
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6.2 Managerial Implications 

 
The results of this study have important implications for managers that are intent on 

delivering superior business performance, particularly with regard to being successful in 

marketing new products. 

First, managers need to create a customer orientation culture. To be successful in establishing 

such culture, it is important to have what I call the 3 C’s: Common Goal, Communication and 

Commitment. The term common goal refers to focusing on addressing customers’ current and 

future needs. Common goal is related to not only business outcomes but also to the behavior of 

putting the customer first expected of the staff as well. Such a common goal helps develop a 

company’s strategic objective of driving the organization towards excellence. In order to get 

commitment from the staff, it is important to strengthen communication with the staff. Such 

communication is not only just about performance progress but puts an emphasis on what the 

organization has been doing and what it will do to achieve the common goal of putting the 

customer first. It sends a strong signal that the organization is committed to achieving the 

common goal. Communication has impact on breaking down functional differentiation if the 

different functions and works of the departments helping to achieve the common goals are 

highlighted. The breaking down of functional differentiation strengthens inter-functional 

coordination, which leads to organizational performance. When staff understand the important 

role they have been playing in helping the organization achieve its common goal, they are 

motivated further to do more. Last but not the least, getting a commitment from the staff is 

important for creating and sustaining a culture of customer orientation. It can be done through 

formal performance evaluation processes from goal development to performance evaluations. 
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With the 3 C’s, staff understand what the company strives to achieve, and why, and how they can 

help and make their commitment. 

Second, managers should get the staff involved in important projects so that the employees 

have a strong sense of project ownership, which will help them to deliver the wanted goals. As 

stated above, staff commitment is needed to achieve success in creating a customer orientation 

culture. Using a performance evaluation process is a practical and formal way to remind staff 

about what they should focus on. The soft way, and maybe even a more effective way, is to 

obtain a commitment from staff by inviting their involvement in projects at an early stage. When 

they feel that they are the ones who determine what and how to carry out a project, their sense of 

ownership becomes stronger. They are more motivated and committed. In particular, getting staff 

commitment is more critical in new product development projects due to the nature of new 

projects. New product development projects usually involve a high level of uncertainty, which 

results in more functional differentiation. Unfortunately, functional differentiation disturbs 

information processing, which is an important factor affecting new product development. Getting 

a commitment from the staff in the early stage of a project strengthens their perception of 

common goals, which can help by strengthening inter-functional coordination thus enhancing the 

motivation to share resources. As a result, there are more chances to achieve superior business 

performance. 

Third, when forming a new product development team, manager should consider not only the 

team members’ capabilities and the nature of the project, but also the team members’ interaction 

experience as well. Shared team tenure is a factor that a manager needs to consider. For new 

product development that needs radical creativity, teams with shorter shared team tenure may be 

more appropriate than teams with longer shared tenure. Moreover, communication from the team 



107 

 

 

sponsor explaining the role and importance the team members play in achieving the 

organizational goal is important for promoting inter-functional coordination. 
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6.3 Limitations and Future Research 

 
As is the case with any other research, the present study is not without limitations. In 

particular, one must be aware that there are some limitations inherent in survey designs and other 

moderators and mediators exist. 

First, this research has limitations related to the survey design. I cannot draw conclusions 

about causation from a cross-sectional study. My study has not considered the motivational 

effect that success in marketing new products may strengthen customer orientation, creating a 

cycling impact. Hence, longitudinal studies are suggested in future research to provide firm 

evidence of causation. This research also has the limitation of being too specific as it is based on 

the automobile industry in China. The generalization of my findings may be a concern. Future 

research may find it fruitful to capture a wider range of industries. The lack of an objective view 

regarding customer orientation as the measurement of customer orientation in this study may 

have led to bias. Therefore, measuring customer orientation from the customers’ perspective to 

provide objective views is suggested. 

Second, I attempt to understand the role of the team in the information process by adopting 

organizational information processing theory to test my hypothesis. Inter-functional coordination 

explains why customer orientation leads to business performance. In this research, customer 

orientation refers to a crucial organizational culture that drives information processing 

effectiveness and efficiency in responding to customers’ needs (Narver & Slater 1990, Homburg 

& Pflesser 2000, Deshpandé, Farley & Webster 1993). Yet, there are other variables related to 

information flow which may also explain the relationship between customer orientation and 

business performance. Hence, in future research may be valuable to investigate the mediating 

effect of other information process related variables. Last but not the least it is suggested that a 



109 

 

 

future study consider the moderating effect of the two variables, new product development 

strategy and team tenure on uncertainty and equivocality separately due to their different nature. 
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6.4 Conclusion 

 
The results of my study support my predicted thesis. Customer orientation is positively 

associated with success in marketing new products and such relationship is mediated by inter- 

functional coordination. If a firm’s new product development strategy reflects staff participation 

level, it may have moderating effect on the relationship between customer orientation and inter- 

functional coordination. Furthermore, the study provides evidence in support of my hypothesis 

about shared team tenure being a moderator on the relationship between inter-functional 

coordination and success in marketing new products. However, inter-functional coordination has 

larger moderating effect on success in marketing new products for shorter shared team tenure as 

opposed to longer shared team tenure. 

My study contributes to the literature and to practice. It helps us to understand better why and 

how customer orientation contributes to business success from the perspective of team dynamics 

based on the organizational information processing model. The common goal and organizational 

shared value of satisfying the customers’ needs arising from customer orientation is the 

mechanism driving stronger inter-functional coordination, resulting in better business 

performance. Inter-functional coordination facilitates the sharing of different functional 

resources and enhances organizational information processing capabilities. As suggested by 

scholars, Inter-functional coordination may be an explanation of why customer orientation 

induces innovation and creates superior customer value resulting in better business performance. 

(e.g. Narver & Slater 1990, Homburg & Pflesser 2000, Deshpandé, Farley & Webster 1993). The 

managerial implication is that managers should consider increasing staff involvement in projects 

to enhance their common goal perception, as this can strengthen inter-functional coordination 

resulting in better business outcomes. It is also suggested that other moderators on the 
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relationship between customer orientation and inter-functional coordination; and the relationship 

between inter-functional coordination and success in marketing new products would be studied 

by scholars in future. 
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TABLES – SUMMARY OF the LITERATURE REVIEW 

 
Table I: The Relationship between Customer Orientation and Innovation 

 
 

Authors Year Key Concept/Findings 

Agarwal, 

Erramilli & 

Dev 

 
2003 

Innovation mediates the relationship between CO and judgmental 

performance (service quality, customer satisfaction, employee 

satisfaction) and objective performance (Occupancy rate, Gross 
operating profit and market share) in the Hotel industry. 

 

Appiah- 

Adu and 

Singh 

 
 

1998 

CO is positively related to New Product Success, Sales Growth and 

Return on Investment relative to competition (Objective approach) 

Innovation orientation has an effect on CO because a new product 

strategy adopted by SMEs will affect information process flow and 
interpretation, which is a major component of customer orientation. 

Atuahene- 

Gima 

 
1996 

CO has a stronger positive effect on project impact (New Product 

success) than market success (not related to new product performance) 

CO leads to inter-functional coordination in the innovation process. 

Berthon, 

Hulbert & 

Pitt 

 
1999 

An interactive framework between CO and innovation orientation 

which provides direction for companies in areas of strategic focus such 

as product development market strategy, customer interaction, inter- 
organizational focus and organizational competencies, etc. 

Berthon, 

Hulbert & 

Pitt 

 
2004 

Under the framework they developed for the relationship between CO 

and Innovation Orientation, they found that Isolate & Follow modes 

perform better under low environmental turbulence; Shape & Interact 
modes under High environmental turbulence. 

Brockman, 

Jones and 

Becherer 

 
2012 

CO has a direct positive effect on business performance (ROI, RO 

Equity, Net Profit Margin, ROA, Sales Growth & Share growth) in 

small firms. 
Moderators are Innovativeness, Risk Taking & Opportunity focus. 

Christensen 

and Bower 

 

1996 
CO may have a negative impact on innovation because it may lead to 

stringent limits on the strategies that a firm can or cannot pursue due to 
resource allocation concerns 

 
Gatignon 

and Xuereb 

 
 

1997 

CO leads to innovation performance due to its impact on a firms' 

innovation characteristics such as product advantage, product 

radicalness and product cost. 

Demand uncertainty and market growth moderate the relationship 

between customer orientation and business performance. 
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Table I: The Relationship between Customer Orientation and Innovation (continued) 
 
 

Authors Year Key Concept/Findings 

 

Grawe 
 

2009 
CO is an organizational capability that results in service innovation 

that helps service industries to introduce cutting-edge services that 
exceed customer expectations. 

 
Grinstein 

 
2008 

CO has a positive relationship with innovation orientation and other 

strategic orientations such as employee orientation, entrepreneurial 

orientation and learning orientation, which lead to better business 
performance. 

 
 

Grinstein 

 
 

2008 

CO enhances innovativeness leading to successfully developing new 

products. 

CO has a stronger effect on innovation consequence for large firms 

than small ones; Service firms than manufacturing ones; when under 

high competitive intensity AND in low technology turbulence. 

Han, Kim, 

and 
Srivastava 

 

1998 
CO has a positive effect on organizational performance through 

organizational innovation including technological innovation and 
administrative innovation. 

 

Hult & 

Ketchen Jr 

 
2001 

CO is one of the first-order factors (together with Entrepreneurship, 

Innovativeness and Organizational Learning) leading to the Second- 

order factor (positional advantage) which results in long term firm 
performance (5-years ROI, Income & Stock Price change). 

 
Hurley & 

Hult 

 
 

1998 

CO and Learning Orientation are antecedents of innovativeness, and 

innovativeness (a notion of openness) has a positive effect on 

innovative capacity (the ability to innovate). 

This is because CO has an impact on creating openness to new ideas 

that addresses customer needs. 

Im and 

Workman 

 

2004 
CO has a positive effect on new product success (Relative Sales, 

Share, ROI, profitability and meeting objectives) through New Product 
creativity and Marketing Program Creativity. 

Keskin 2006 
CO positively leads to firm innovativeness via learning orientation, 
which enhances firm performance in SMEs 

Kirca, 

Jayachandran 

& Bearden 

 
2005 

CO affects performance through innovativeness, customer loyalty and 

quality. 

The relationship between CO and performance is: stronger in 

Manufacturing than in service industries 

 

 

 
Matsuo 

 

 

 
2006 

CO leads to performance through departmental innovativeness. 
CO relates positively to task conflicts, but negatively to relationship 

conflict and process conflict. 

CO provides a common standard for decisions within an organization. 

Hence, CO relates positively to Task conflict, but reduces relationship 

and process conflict by directing employees’ attention to their task 

rather than the emotional relationships among members, or to 

resources allocation. 
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Table I: The Relationship between Customer Orientation and Innovation (continued) 
 
 

Authors Year Key Concept/Findings 

 
 

Ngo and 

O'Cass 

 

 
2012 

CO enhances a firm's innovation capability and marketing capability 

leading to better innovation related performance such as number of new 

products, number of new markets, product quality and product 

uniqueness AND customer-related performance like customer 

satisfaction, customer relationship, customer attraction and customer 
retention. 

 
 

Ozkaya et 

al. 

 

 
2015 

Market-based innovation mediates the relationship between CO and firm 

performance. Market-based innovation refers to innovations that offer 

new customer values for an emerging market (Zhou et al., 2005). 

CO has a positive relationship with customer knowledge competency 

which has positive effect on market-based innovation and firm 

performance. 

 
Pekovic, 

Sanja, 

Rolland & 

Sylvic 

 

 

2016 

Environmental customer innovation is the mediator between CO and 

business performance. 

Environmental customer innovation refers to environmental innovation 

based on customer requirements. 

CO helps to address customer concern about the environment better, 

keeping a firm's competitiveness through improved environmental 

performance and process innovations that increase material efficiency. 

 

Slater & 

Narver 

 
1994 

CO helps firms to build innovation, which is one of the core capabilities 

like customer service and quality. Those core capabilities enable a 

company to develop competitive advantages leading to good business 
performance. 

 
 

Theoharakis 

& Hooley 

 

 
2008 

CO has a positive effect on firm organizational innovativeness helping 

the firm to find new ways and processes to serve customers better. Such 

innovativeness leads to organizational performance. 

CO also improves customer service performance and product 

differentiation through creating better understanding and addressing 

customer needs. 

 
Wang, Zhao 

and Voss 

 
 

2016 

CO has a positive effect on the innovation performance (innovativeness) 

of firms. There are two mediating effects of firms’ resources: supplier 

collaboration and technological capability. 

The direct effect of CO on innovation performance is stronger in service 

than manufacturing firms. 
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Table II: The Relationship between Customer Orientation and Learning Orientation 
 
 

Authors Year Key Concept/Findings 

 

 
Baker and 

Sinkula 

 

 

1999 

CO and LO both lead to new product success independently. When 

levels of LO and CO are high, it leads to superior new product success. 

CO is necessary but not sufficient by itself to maintain competitive 

advantage. Strong CO keeps a firm on a steady course but it needs LO to 

be able to uncover and respond to both explicit and latent environmental 

forces through a combination of adaptive and generative leading that 
enable a firm to be innovative and react to marketplace behavior. 

 
Farrell & 

Oczkowski 

 
2002 

CO and LO play different important roles leading to organizational 

performance. However, CO encompass LO. A strong CO is likely to 

breed the type of adaptive learning that can keep the firm being 

competitive in a dynamic market. 

 
 

Farrell, 

Oczkowski 

and 

Kharabsheh 

 

 

 
2008 

A study of the relative effects of CO and LO on organizational 

performance in an International JV in Malaysia. 

CO encompasses LO in areas of organizational performance like 

customer retention, sales growth, new product success and overall 

performance, but LO encompass CO in return on investment. Their 

study aligns with Baker and Sinkula (1999) stating that having a strong 

CO is more preferable than LO in order to pursue overall business 

performance in an IJV. 

 

Grinstein 
 

2008 
CO has a positive relationship on learning orientation and other strategic 

orientations such as employee orientation, entrepreneurial orientation 
and innovation orientation, which lead to better business performance. 

Hurley & 

Hult 

 

1998 
Being at the cultural level, LO and CO are antecedent of innovativeness 
and innovativeness (a notion of openness) has a positive effect on 

innovative capacity (the ability to innovate). 

Keskin 2006 
CO positively leads to firm innovativeness via learning orientation 
which enhances firm performance in SMEs 

 
Liu, Luo 

and Shi 

 
 

2002 

CO is positively related to organizational LO, and LO serves as a 

mediator leading to performance. 

CO has a positive impact on LO because CO enhance Knowledge- 

question values (commitment to learning, open-mindedness and shared 

vision) which deliver more value to the customer 

 

Slater & 

Narver 

 
1995 

CO is necessary but not sufficient to create learning organization. 

together with entrepreneurship and a CO culture, it leads to a learning 

organization which creates superior value to customers, hence leading to 
better performance. 
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Table III: The Relationship between Customer Orientation and Performance 
 
 

Authors Year Key Concept/Findings 

 

Avlonitis and 

Gournaris 

 
1997 

The adoption of CO leads to positive performance in both industrial 

and consumer goods companies. However, CO has greater impact on 

the performance of industrial companies than companies in the 
consumer goods industries. 

 
 

Au and Tse 

 
 

1995 

CO had no significant impact on occupancy rate performance, which 

is an important performance indicator in the lodging industry. 

However, their study had not included many important variables such 

as hotel size, market turbulence and competition intensity as 

moderating factors in their research. 

 
 

Balakrishnan 

 
 

1996 

Basic measures of CO (e.g. on time delivery, empathize with customer 

needs, competitive pricing, etc.) have the most influence on business 

profitability as compared to competitive benchmarking, customization 

and international orientation, and it is independent of environmental 
conditions 

 

 
Becker and 

Homburg 

 

 

1999 

CO has a positive impact on management systems including the 

Human Resource system, Organizational System, Information System, 

Planning System and Controlling System. CO management systems 

have a significantly positive effect on market performance, which 

leads to company financial performance. However, their study did not 

find that the management system has a direct impact on the financial 
performance of firms. 

 
 

Bhuian 

 
 

1997 

CO had no significant impact on performance regarding return on 

assets, return on equity, and sales per employee in this study of the 

Saudi Arabia banking industry. It explained that the concept of CO 

adopted in the Saudi Arabia banking industry is in its early stage and 

the quality of CO related activities are questionable. 

Cano, Carrillat 

& Jaramillo 
2004 

The relationship between CO and business performance is positive and 

consistent worldwide. 

Deshpandé, 
Farley & 

Webster 

 

1993 
CO is the fundamental corporate culture for putting customer first. It 
has a positive impact on business performance under the 4 culture 

types, namely Clan, Adhocracy, Hierarchy and Market 

 
Deshpandé and 

Farley 

 
 

2004 

CO and innovation show a pattern of having a consistently positive 

impact on performance. CO has a stronger impact than innovation in 

the industrializing world. Relatively open, externally oriented 

organizational cultures enjoyed better performance when compared to 
closed or internally oriented organizations. 

 

 
Ellis 

 

 
2006 

CO is found to be a determinant of firm performance. CO has a 

stronger effect on business performance in bigger firms than in smaller 

ones. Furthermore, the strength of the effect of customer orientation 

on business performance depends on the level of economic 

development of the domestic economy. There were fewer benefits in 
small economies than in large ones. 
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Table III: The Relationship between Customer Orientation and Performance (continued) 
 
 

Authors Year Key Concept/Findings 

Frambach, 

Prabhu and 

Verhallen 

 
2003 

CO has a positive effect on New product activity (Development) – the 

number of new products developed and launched. Firms with a stronger 

CO are likely to have a proactive approach to NPD as they focus on 
identifying opportunities to satisfy customer current and latent needs. 

Frambach, 

Fiss & 

Ingenbleek 

 
2015 

CO has a positive impact on business performance relating to different 

strategy types (defender and prospector) under different market dynamics 

(Lo and Hi). The Defender Strategy looks to satisfy current customer 
needs while the Prospector strategy looks for future customer needs. 

Homburg 

& Pflesser 

 

2000 
CO influences financial performance (Return on Sales) indirectly through 
market performance (customer satisfaction, retaining customers, market 

share & customer value creation). 

 

Horng and 

Chen 

 
1998 

CO is a critical determinant of the business performance of small and 

medium sized companies in Taiwan. Among organizational system 

variables, training in management capability played a critical role in 
enhancing CO in the organization. 

 

 
Hult et al. 

 

 
2005 

CO is positively related to organizational responsiveness, which leads to 

positive performance because a CO culture encourage employees to act on 

the knowledge they acquire about customers' needs in order to serve 

customers better. Such a capability to respond to customer needs and 

translate their needs into customer value has competitive advantages, 
hence it results in superior performance. 

 

Jaworski 

and Kohli 

 
1993 

CO has a positive impact on employee orientation with respect to gaining 

staff commitments and business performance, yet subject to the 

moderating effect of market turbulence, competitive intensity and 

technological turbulence. 

 

Kahn 
 

2001 
CO has positive impact on new product development process as new 
product success relies on whether the organization can address customers' 

needs. 

Kanovska 

& 

Tomaskova 

 
2014 

CO has a significant influence on strategic decisions such as goals and 

mission. Hence, it affects strategic behavior related to information 

gathering, dissemination and usage. Such strategic behavior affects 
performance. 

 

Kohli & 

Jaworski 

 
1990 

CO has a positive impact on Customer Responses, Employee Response 

and Business Performance as it helps develop the capability to create 

superior value for customers through employee commitment and better 
understanding of customers' needs. 

 
Kumar, 

Subramania 

n & Yauger 

 

 
1998 

CO is positively associated with performance (ROA, Revenue Growth and 

success in new service/facilities). Also, performance is related to 

operational expenses control & success in retaining patients 

Moderators affecting the positive effect of MO on performance are 

Greater competitive intensity, market turbulence and less supplier 

(doctors, nurse and service provider) power. 
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Table III: The Relationship between Customer Orientation and Performance (continued) 
 
 

Authors Year Key Concept/Findings 

 

Matsuo 

& 

Mentzer 

 
 

2000 

The relationship between CO and performance is moderated by different 

types of strategy (Prospector, Analyzer, Reactor) defined by Miles and 

Snow 1978 

Performance: ROI, market share, relative sales growth and new product 

sales (as a % of total sales). 

Narver & 

Slater 

 

1990 
Customer orientation (labelled “market orientation”) has a positive effect 

on the long-term profitability performance of commodity and non- 
commodity businesses. 

Pelham 
and 

Wilson 

 

1995 
CO has a positive impact on competitive advantage and performance 
viability. Customer orientation is significantly associated with growth, 

share and profitability due to its effect on relative product quality. 

 

Rose and 

Shoham 

 
2002 

CO is positively related to the three dimensions of export performance, 

namely change in export sales, export profits and change in export profits. 

They also studied the effect of environmental factors like technological 
turbulence as moderators on such a relationship. 

 

Ruekert 
 

1992 
CO leads to long-term organizational financial performance because it 

significantly affects the level of job satisfaction, trust in top management 
and commitment to the organization. 

Selnes, 

Jaworski 

and 

Kohli 

 
 

1996 

CO has a positive impact on performance in both capitalist dominated 

economies like the U.S. and highly regulated, government involved 

economies like Scandinavian countries though the impact of CO is 

stronger in the former economy. Such a result indicates that CO has an 
effect on behavioral outcomes such as esprit de corps. 

 

 

Shoham 

and Rose 

 

 

 
2001 

CO is positively related to sales growth, profitability and changes in 

profitability, but not related to overall sales and market share in a less 

market-oriented nation, Israel. Their study showed that the difference in 

national culture (Hofestede's 1984) does not have an impact on the 

relationship between customer orientation and business performance. 

Israel’s national culture is regarded as being less individualistic, less 

power distant and more uncertainty avoiding when compared to the U.S. 

and Scandinavia. 

Shoham, 

Rose & 
Kropp 

 

2005 
CO has a positive impact on organizational commitment, esprit de corps, 

and performance (under both subjective measurement and objective 
measurement). 

 

Slater & 

Narver 

 
1994 

CO is positively related to ROA, Sales Growth and new product success. 

However, environmental factors like Market growth, buyer power, market 

turbulence, competitor hostility and competitor concentration, do not have 
any moderating effect on the relationship between MO and performance. 
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Table IV: The Literature Review of Inter-functional Coordination 
 
 

Authors Year Key Concept/Findings 

 

 

Adler 

 

 

1995 

IFC is critical in new product development projects. IFC can be 

categorized into 4 modes of interaction, which are standards, schedules, 

mutual adaptation and teams. Each of the IFC modes affects the 3 

phases of new product development projects, namely pre-project, 

product and process design, and manufacturing. The choice of 

interaction mode in each phase of coordination depends on the novelty 
and analyzability of the new product/service. 

 

Auh and 

Menguc 

 
2003 

IFC is a key form of the internal social capital of an organization 

IFC as a valuable social capital provides a positive environment for 

enhancing innovativeness for the two types of top management 
diversity, namely experience diversity and educational diversity. 

 
Auh and 

Menguc 

 
 

2005 

IFC enhances information sharing, which in turn helps organizations 

cope with environmental turbulence. IFC increases collective agreement 

on strategic orientations. Hence IFC has a positive effect on strategic 

orientation; it will be stronger under higher environmental turbulence 

than low environmental turbulence. 

Burke et 

al. 

 

2001 
IFC strengthens the relationship between departments and helps to 

address the challenge of addressing uncertainty and equivocality in an 
organizational information processing context. 

Chen and 

Tjosvold 
2007 

The level of IFC is driven by the staffs’ perception of common goals, 
which are related to the organizational shared values. 

Chen and 

Tjosvold 
2010 

IFC helps build an effective relationship between departments that can 

develop mutually beneficial discussion or various ideas. 

 
 

Conduit 

and 

Mavondo 

 

 

2001 

IFC has a positive impact on internal customer orientation which is the 

organizational culture that guides the attitude and behavior of 

organizational members to deliver quality to other employees (Lukas 

and Maignan, 1996). Internal customer orientation facilitates the 

development of CO. IFC also has a significant and positive relationship 

with CO because IFC may help the integration and coordination of 
functional resources, which is critical to create superior customer value. 

Cronin 

and 

Weingart 

 
2007 

IFC effectiveness may be negatively affected by a representation gap 

which is similar to departmental differentiation (Daft and Lengel, 1984). 

However, this representation gap may be resolved if there is a clear 
common goal perspective among functions. 
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Table IV: The Literature Review of Inter-functional Coordination (continued) 
 
 

Authors Year Key Concept/Findings 

Cusumano 
and 

Nobeoka 

 

1992 
IFC plays a critical role in creating superior customers’ value, particularly 
in new product development projects, because information and resources 

sharing are the critical success factors in the product development process. 

 

Galbraith 
 

1973 
IFC strengthens lateral relations between departments via the development 

of trust in lateral relationships. A lateral relationship can be built on an 
increasing frequency of inter-functional contact and coordination. 

 

Gatignon 

and Xuereb 

 
1997 

IFC contributes in the development of innovative products which can be 

differentiated from the competitors' products. This is because IFC 

enhances the synergies between customer orientation, competitor 
orientation and technology orientation. 

Grinstein 2007 
IFC is positively related to innovation consequence because IFC enhances 

the facilitation of novel market information and problem solving 

 
Han, Kim, 

and 

Srivastava 

 

 
1998 

IFC has a positive effect on organizational performance through 

organizational innovation with these factors (Technological innovation 

and administrative innovation) in particular having a strong effect in a 

high market turbulence situation. IFC helps by gathering fast changing 

market information efficiently and speeding up the process to respond to a 
fast changing market. 

 

Im and 

Workman 

 
2004 

IFC facilitates the generation, collection and dissemination of market 

intelligence about novel and meaningful stimuli across functional areas. It 

encourages creativity. (Andrews & Smith 1996, Gatignon & Xuereb 1997; 
Griffin & Hauser, 1996, Han, Kim & Srivastava 1998, Van de Ven 1986) 

 

 

 
Jaworski & 
Kohli 

 

 

 

1993 

IFC relates to inter-departmental dynamics: reducing inner-departmental 

conflict but enhancing its connectedness. Interdepartmental conflict refers 

to the stress between departments due to differences in frames of 

reference and goals (Lawrence and Lorch 1967; Shrivastava and Mitroff 

1984). Interdepartmental connectedness refers to “the formal and informal 

direct contact among employees across departments” (Kohli and Jaworski, 

1993, p. 56). IFC improves the process efficiency and effectiveness of 

intelligence generation, intelligence dissemination and firm 
responsiveness. 

 

Kahn 
 

2001 
IFC has a positive impact on product development performance because 

IFC strengthens not only inter-departmental communication but 
collaboration too. 

Kanovská 

and 
Tomásková 

 

2014 
The core of IFC is introduced and guided by corporate culture. IFC has a 

significant effect on business performance because IFC helps to overcome 
internal barriers to CO implementation in Hi-Tech companies. 
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Table IV: The Literature Review of Inter-functional Coordination (continued) 
 
 

Authors Year Key Concept/Findings 

 
Kohli and 

Jaworski 

 
 

1990 

IFC positively affects the efficiency and effectiveness of intelligence 

generation, intelligence dissemination and firm responsiveness, 

because it strengthens the connectedness and reduces conflict between 

departments. IFC also addresses the challenge of getting staff to be 
concerned about the ideas of other departments. 

Lengel and 
Daft 

1985 
IFC reduces tension due to differentiation which increases the level of 
equivocality, leading to communication barriers. 

 

 
Mengue 

and Auh 

 

 

2005 

IFC is required in the early stage of strategic orientation formation and 

implementation. IFC plays a more important role in the process of 

strategic orientation formation than it does in implementation. This is 

because strategic orientation formation needs "comprehensiveness and 

cross-functional integration, communication quality and consensus." 

(Mengue and Auh, 2005 p. 14). In strategic orientation 
implementation, there is a reduced need for functional diversity. 

Narver and 

Slater 

 

1990 
IFC is the integration and collaboration of various functional areas 
within an organization as a way of enhancing communication to meet 

the organizational goal better. 

 
 

Pinto et al. 

 
 

1993 

IFC refers to joint staff behavior intended to achieve goals of common 

interest. IFC likely faces problems regarding the interdependence of 

work processes, conflicts over authority and the jurisdiction of 

different functions. IFC is vital to the success of project 
implementation and the effectiveness of organizational performance. 

 
Rafiq & 

Ahmed 

 
 

2000 

IFC is one of the five main elements of internal marketing which 

adopts the marketing concept to serve internal customers (employees). 

IFC helps achieve the effective implementation of corporate and 

functional strategies by creating motivated and customer oriented 
employee enhancing customer satisfaction. 

 
Selnes, 

Jaworski 

and Kohli 

 

 
1996 

The level of IFC is likely to be affected by the national culture, as 

found in this study that compares 2 cultures, Scandinavian countries 

Vs the U.S. When comparing employees of the 2 countries, 

Scandinavians are socially oriented and the U.S. ones have an ego- 

centric orientation. As a result, the implementation of IFC is easier in 
Scandinavian companies than it is in the U.S. 
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Table IV: The Literature Review of Inter-functional Coordination (continued) 
 
 

Authors Year Key Concept/Findings 

 
Tay and Tay 

 
2007 

They perceived interdepartmental connectedness to be similar to inter- 

functional coordination because interdepartmental connectedness and 

inter-functional coordination represent the degree of cooperation 

among different functions and departments within the organization. 

 
Tomásková 

 
2009 

Corporate culture plays a critical role in influencing the system, 

structure, procedure and communication of a company and it affects the 

employees’ behavior. Hence, organizational culture has a positive 
effect on strengthening IFC 

Tyler and 

Gnyawali 

 

2002 
In their studies, IFC is a structural aspect of an organization that 
facilitates the progress of sharing information, communication and 

coordination among different functions. 

Wang and 

Altinay 
2012 

IFC enriches knowledge flow and idea generation, stimulates creative 

thinking, and leads to better international expansion performance. 

Wong et al. 2009 
Shared vision shapes the goal interdependence among functions, 

strengthens IFC, and in turn affects organizational citizen behavior 

 

 

 
Wooldridge 

and Minsky 

 

 

 

2002 

IFC is related to information processing and collaboration between 

different functions in the organizations to achieve their strategic goals. 

IFC synchronizes communication, information dissemination and other 

resources along with the integration and collaboration of different 

functional units within the organization to generate value for customers 

and buyers. According to scholars (Bhatt, 2000; Bettis Hitt, 1995; 

Pemberton and Stonehouse, 2000), IFC is important in developing 

sustainable competitive advantages in turbulent competitive 
environments 



123 

 

 

APPENDIX – QUESTIONNAIRES 

 
Appendix A: Customer Orientation (Narver & Slater 1990) 

 
There are a few statements below assessing your opinion of the team that you work with. Please 

choose the number most closely related to your degree of agreement with each of the statements. 

 1 

Strongly 

disagree 

2 

Disagree 

3 

Neutral 

4 

Agree 

5 

Strongly 

agree 

1. We regularly meet customers to learn about their 

current and potential needs for new products. 

     

2. We constantly monitor and reinforce our 

understanding of the current and future needs of 

customers. 

     

3. Information about current and future customers 

is integrated in our plans and strategies. 

     

4. We regularly use research techniques such as 

focus groups, surveys, and observations to gather 

customer information. 
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Appendix B: Inter-functional Coordination (Atuahene-Gima 2005) 
 
 

There are a few statements below assessing your opinion of the team that you work with. Please 

choose the number most closely related to your degree of agreement with each of the statements. 

 1 

Strongly 

disagree 

2 

Disagree 

3 

Neutral 

4 

Agree 

5 

Strongly 

agree 

1. Functions such as R&D, marketing, and 

manufacturing are tightly integrated in cross- 

functional teams in the product development 

processes. 

     

2. R&D and marketing and other functions 

regularly share market information about 

customers, technologies, and competitors. 

     

3. There is a high level of cooperation and 

coordination among functional units in setting the 

goals and priorities for the organization to ensure 

effective response to market conditions. 

     

 

 

 

Appendix C: Technology Uncertainty (Atuahene-Gima & Li 2004) 
 

There are a few statements below assessing your opinion of the team that you work with. Please 

choose the number most closely related to your degree of agreement with each of the statements. 

 1 

Strongly 

disagree 

2 

Disagree 

3 

Neutral 

4 

Agree 

5 

Strongly 

agree 

1. The technology in our industry was changing 

quite rapidly. 

     

2. Technological changes provided big 

opportunities in our industry. 

     

3. A large number of new product ideas have 

been made possible through technological 

breakthroughs in our industry. 

     

4. There have been major technological 

developments in our industry. 
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Appendix D: Demand Uncertainty (Atuahene-Gima & Li 2004) 
 

There are a few statements below assessing your opinion of the team that you work with. Please 

choose the number most closely related to your degree of agreement with each of the statements. 

 1 

Strongly 

disagree 

2 

Disagree 

3 

Neutral 

4 

Agree 

5 

Strongly 

agree 

1. Customer demand and product preferences 

changed quite rapidly. 

     

2. Customers tended to look for new products all 

the time. 
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